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The following releases relate to self-regulatory 
rule proposals and/or adoptions 
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33-6075 
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34-15894 
34-15897 
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34-15903 


Adopting amendments to its small 
offering exemptive rule to permit the 
use of a preliminary offering circular 
between the date of filing of a notifi- 
cation relating to an underwritten 
public offering of securities in re- 
liance upon this exemptive rule and 
the date on which the securities may 
gg eT er rE rey y, Pelee ere eee 


Adoption of Form S-18, a simplified 
form available to certain corporate 
issures for the registration of securi- 
ties to be sold to the public for cash 
not exceeding an aggregate offering 
kg: re 


Adopted previously proposed 
amendments to its uniform net cap- 
ital rule and Appendices B and D 
thereto. Amendments primarily af- 
fect the financial requirements for 
brokers and dealers that are also 
future commission merchants reg- 
istered with the Commodity Futures 
Trading Commission. ............. 


Amendments to the financial and 
operational reporting requirements 
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collectively known as the FOCUS 
reporting system by adopting the 
previously proposed Schedule of 
Segregation Requirements and 
Funds on Deposet in Segregation 
currently being used by the Com- 
modity Futures Trading Commission 
for its registered futures commission 
merchants 


Description of the circumstances 
which, in the staff's view, indicate 
that a divestiture has not taken 
place for accounting purposes in 
connection with a sale of a sub- 
sidiary or other business operation. 


This interpretation clarifies and reit- 
erates the staff's long-standing po- 
sition concerning the presentation 
believed appropriate in balance 
sheets for notes and other receiva- 
bles evidencing a promise to con- 
tribute capital from affiliates of cor- 
porate general partners in limited 
partnership offerings filed with the 
rs ree cere 














SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Rel. No. 6075/June 1, 1979 


PART 230—GENERAL RULES AND REGULA- 
TIONS, SECURITIES ACT OF 1933 


PART 239—FORMS PRESCRIBED UNDER THE 
SECURITIES ACT OF 1933 


Small Offering Exemption 
AGENCY: Securities and Exchange Commission 


ACTION: Final rules. 


SUMMARY: The Commission is adopting amend- 
ments to its small offering exemptive rule to permit 
the use of a preliminary offering circular between 
the date of filing of a notification relating to an un- 
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derwritten public offering of securities in reliance 
upon this exemptive rule and the date on which the 
securities may be sold. As adopted, the rule per- 
mits the use prior to the date on which the securi- 
ties may be sold of a preliminary offering circular 
in an offering which is to be sold by or through one 
or more underwriters who are broker-dealers reg- 
istered under Section 15 of the Securities Ex- 
change Act of 1934. 


EFFECTIVE DATE: Upon publication in the Fed- 
eral Register. 


FOR FURTHER INFORMATION CONTACT: 
Spencer |. Browne, Special Counsel, Ruth D. Ap- 
pleton, Chief, Office of Tender Offers, Acquisitions 
and Small Issues, or Paul Belvin, Office of Small 
Business Policy, Division of Corporation Finance, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549 (202- 
376-2976) or (202-755-1290). 


SUPPLEMENTARY INFORMATION: On 
November 16, 1978, the Commission proposed for 
comment an amendment to Regulation A (17 CFR 
230.251-.264), a regulation adopted pursuant to 
Section 3(b) of the Securities Act of 1933 (‘1933 
Act’) [15 U.S.C. 77a et seq., as amended by Pub. 
L. No. 94-29 (June 4, 1975)]. Securities Act Re- 
lease No. 33-5997 (43 FR 55254) invited com- 
ments on the proposed amendment which would, 
generally, have made available the use of a pre- 
liminary offering circular between the date of filing 
a notification relating to a firm commitment public 
offering of securities in reliance upon this exemp- 
tive rule and the date on which the securities could 
be sold. In addition, the use of the preliminary of- 
fering circular would have been restricted to those 
offerings where the aggregate price of the securi- 
ties being offered for sale was equal to or in ex- 
cess of $500,000. 


After careful consideration of the comments re- 
ceived on the proposed amendments, the Com- 
mission has decided to expand the availability of 
the use of a preliminary offering circular to all of- 
ferings which are to be sold by or through one or 
more underwriters who are broker-dealers regis- 
tered under Section 15 of the Securities Exchange 
Act of 1934 (‘‘1934 Act’) and to delete the 
$500,000 minimum aggregate offering require- 
ment. The Commission is also adopting an 
amendment to the Consent And Certification By 





Underwriter required by Form 1-A (17 CFR 
239.90). 


This release contains a general discussion of the 
background and purpose of the amendments pro- 
posed in Securities Act Release No. 33-5997, the 
comments received’ and the Commission's re- 
sponse to those comments. 


BACKGROUND AND PURPOSE 


The amendments to Regulation A adopted today 
represent another step in the Commission's on- 
going initiatives to reduce the burdens of the fed- 
eral securities acts on small businesses whenever 
possible consistent with the protection of inves- 
tors. In 1978, the Commission held extensive 
hearings concerning the effects of its rules and 
regulations on the ability of small businesses to 
raise capital and the impact on small businesses 
of the disclosure requirements under the securities 
acts. In response to the comments received at 
these hearings, the Commission has recently 
adopted rule and form amendments designed to 
facilitate the small business capital formation 
process.2 


The proposal set forth in Release No. 33-5997 
‘was a response to statements from the investment 
banking community in testimony before the Com- 
mission in its hearings on small business capital 
formation that Regulation A was not suited for un- 
derwritten distributions of securities, particularly 
those on a firm commitment basis. As more fully 
explained in Release No. 33-5997, the inability of 
an underwriter to circulate a preliminary offering 
document prior to the date on which the securities 
could be sold adversely affected the feasibility of 
an underwriter making the distribution on a firm 
commitment basis. Thus, it was stated, an under- 
writer agreeing to effect the distribution on a firm 
commitment basis would insist that the underwrit- 
ing compensation be increased. This increase 
would compensate the underwriter for his in- 
creased risk, because he could not ascertain po- 





1See comments collected at File No. S7-762. 


2A summary of these amendments is set forth in 
Securities Act Release No. 33-6049 (April 3, 
1979) [44 FR 21562, April 10, 1979]. 


tential investor interest in the offering prior to the 
time that sales could be made. 


As proposed, the use of a preliminary offering cir- 
cular in the form filed with a Regulation A notifica- 
tion on Form 1-A (17 CFR 239.90) would have 
been permitted if the following conditions were 
met: 


1. The offering circular contained sub- 
stantially the information required by 
Regulation A, or contained substantially 
that information except for certain data 
dependent upon the offering price. 


2. The preliminary offering circular was 
clearly designated as such and bore a 
legend comparable to that required on 
the cover of a Preliminary Prospectus. 


3. The aggregate offering price of the 
securities being offered pursuant to the 
Regulation A exemption was equal to or 
in excess of $500,000. 


4. The offering related solely to a firm 
commitment underwritten public offering 
of securities. 


5.A definitive offering circular other 
than one designated as a “Preliminary 
Offering Circular” and which contained 
all of the information required by Form 
1-A accompanied or preceded the con- 
firmation of sale sent to each person 
who had been furnished the preliminary 
offering circular. 


The amendment as proposed was based upon 
Rule 433 (17 CFR 230.433) which sets forth the 
terms and conditions governing the use of a pre- 
liminary prospectus in connection with a registered 
public offering under the 1933 Act. The proposed 
amendment would, however, have differed from 
Rule 433 in two important respects: (1) the aggre- 
gate offering price of the securities being offered 
pursuant to the Regulation A exemption would 
have had to have been equal to or in excess of 
$500,000; and (2) the offering would have had to 
relate solely to a firm commitment underwritten 
public offering of securities. 


The Commission has given careful consideration 
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to the 21 letters of comment on the proposed 
amendment, most of which addressed both of the 
above proposed restrictions. Based upon the 
Commission's review of these letters, its experi- 
ence in administering Regulation A and state- 
ments by witnesses from the investment banking 
community testifying before the Commission in its 
hearings on small business capital formation, the 
Commission has adopted final amendments to 
Regulation A as discussed below. 


REQUIREMENT OF A LEGEND ON THE 
OUTSIDE FRONT COVER PAGE OF THE 
PRELIMINARY OFFERING CIRCULAR 


As proposed, the outside front cover page of a 
preliminary offering circular was to bear a legend, 
in ink of a color other than red and different from 
that used elsewhere in the offering circular, which 
would be similar to the legend required on a pre- 
liminary prospectus. The use of a color other than 
red ink was to distinguish a preliminary offering 
circular from a preliminary prospectus. 


While only one commentator commented on the 
additional cost of such a requirement, the Com- 
mission has decided not to require that the legend 
be printed in ink of a color other than red or than 
otherwise used in the preliminary offering circular. 
The Commission notes that its experience in con- 
nection with offerings based upon Regulation A 
has indicated that a substantial number of such 
offering circulars are mimeographed and not 
printed. To require that the legend appear as origi- 
nally proposed may have caused additional un- 
necessary expense. Accordingly, the Commission 
has concluded that the required legend may be 
printed in tiie same color ink as the other portions 
of the preliminary offering circular so long as it ap- 
pears perpendicular to the text and runs along the 
left hand margin of the outside front cover page of 
the preliminary offering circular. In addition, the 
legend must be in boldface type at least as large 
as the type used in the body of the prospectus. 


$500,000 AGGREGATE OFFERING PRICE 


As set forth in the proposed amendment, the use 
of a preliminary offering circular would have been 
limited to offerings where the aggregate offering 
price of securities being offered pursuant to the 
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Regulation A exemption was equal to or in excess 
of $500,000. Release No. 33-5997 noted that this 
proposed requirement was intended to assure that 
the preliminary offering circular was of reasonably 
good quality. 


Most commentators believed, however, that the 
quality of a preliminary offering circular is not de- 
termined by the size of an offering. In addition, it 
was felt that such a restriction could have the ef- 
fect of denying the use of a preliminary offering 
circular in a substantial number of potential offer- 
ings in reliance upon Regulation A which may be 
less than $500,000. 


The Commission has considered the views of the 
commentators and has decided not to adopt the 
proposed eligibility standard based on the size of 
the offering. The Commission agrees that the size 
of an offering may not be substantially related to 
the quality of a preliminary offering circular, and 
therefore adoption of this standard would not ap- 
pear warranted. The Commission also believes 
that the presence of an underwriter will tend to as- 
sure that the disclosures in the preliminary offering 
circular will be of reasonably good quality. 


REQUIREMENT THAT THE OFFERING BE 
UNDERWRITTEN 


While most of the commentators were in agree- 
ment that permitting the use of a preliminary of- 
fering circular in offerings to be made on a firm 
commitment basis would expand the use of offer- 
ings made in reliance upon Regulation A, a sub- 
stantial majority believed that its use should be 
expanded to include public offerings underwritten 
on a best efforts basis. In support of their views, 
the commentators indicated that the reasons cited 
by the Commission as necessary to facilitate of- 
ferings made on a firm commitment basis are, with 
the exception of the underwriter’s commitment to 
purchase the shares prior to the actual sale of se- 
curities, equally applicable to facilitating an offer- 
ing made on a best efforts basis. In addition, many 
of the commentators were of the opinion that most 
offerings made in reliance upon Regulation A were 
underwritten by smaller regional underwriters. Be- 
cause such underwriters may have only limited 
capital, they would in all likelihood continue to un- 
derwrite offerings on a best efforts basis so as not 
to tie up all of their net capital on one offering. 





Thus, in order to extend the benefits of the use of 
a preliminary offering circular to a significant 
number of issuers, its use should be available to 
offerings underwritten on a best efforts as well as 
firm commitment basis. 


The Commission has considered the statements of 
the commentators and has determined to expand 
the use of a preliminary offering circular to all un- 
derwritten public offerings of securities made in 
reliance upon Regulation A. This decision was 
based on the Commission’s conclusion that the 
participation of an underwriter, on a firm commit- 
ment basis or otherwise, will tend to assure that 
the disclosures in the preliminary offering circular 
will be of reasonably good quality. Expanding the 
availability of the use of a preliminary offering cir- 
cular to all Regulation A offerings which are to be 
sold by or through one or more underwriters who 
are broker-dealers registered under Section 15 of 
the 1934 Act reflects the Commission’s view that 
underwriters should and will carefully review, prior 
to their distribution, the disclosures in preliminary 
offering circulars for completeness and accuracy. 


REQUIREMENT FOR REDISTRIBUTION OF THE 
PRELIMINARY OFFERING CIRCULAR 


A majority of the commentators, in urging the 
Commission to expand the availability of a prelimi- 
nary offering circular to all underwritten offerings, 
also noted that, where the original preliminary of- 
fering circular is deficient, the staff has the ability 
to require redistribution of a revised preliminary 
offering circular to correct any inaccurate state- 
ments. In order to make it clear that redistribution 
may be required, the Commission, in adopting 
amendments to Regulation A, has revised pro- 
posed paragraph (i) of Rule 256 and has adopted 
an amendment to the Consent And Certification By 
Underwriter, which must be signed by each 
underwriter and filed as an exhibit to the Notifica- 
tion required to be filed pursuant to Rule 255(a). 
Where a preliminary offering circular will be dis- 
tributed, paragraph (i) of Rule 256 and paragraph 
3 of the Consent And Certification By Underwriter 
require that, if the preliminary offering circular is 
inaccurate or incomplete in any material respect, 
each person to whom the securities are to be sold 
shall be furnished a copy of either a revised pre- 
liminary or the final offering circular 48 hours prior 
to the mailing of confirmation of the sale or shall 
be sent such offering circular under circumstances 


that it would normally be received by them 48 
hours prior to their receipt of confirmation of the 
sale. The Commission is of the view that this re- 
quirement will give potential investors sufficient 
time to consider the effect of revised disclosures 
on their investment decision. While either a re- 
vised preliminary or the final offering circular may 
be furnished or sent, where a revised preliminary 
offering circular is used to meet this requirement 
the final offering circular as specified in rule 
256(i)(4) would have to be furnished or sent prior 
to or with confirmation of the sale. In order to as- 
sure that each person to whom the securities are 
t6 be sold receives the revised or final offering cir- 
cular as specified, the amended Consent And 
Certification By Underwriter also requires that the 
underwriter keep an accurate and complete record 
of the name and address of each person who was 
furnished a preliminary offering circular. 


Issuers and underwriters should also be aware 
that, where a preliminary offering circular which is 
inaccurate or inadequate in any material respect 
has been distributed, the staff may require as a 
condition to acceleration of the 10 day waiting 
period for sales contemplated by relevant rules 
that a revised preliminary or the final offering cir- 
cular be accompanied by a memorandum specify- 
ing the changes from the original preliminary of- 
fering circular as well as requiring in particularly 
serious cases a “cooling-off” period prior to the 
date on which the securities may be sold. These 
practices are intended to parallel substantially 
similar practices available under the 1933 Act and 
are designed to draw particular attention to revised 
disclosures and to lessen the impact of prior mis- 
leading statements.* The Commission does, how- 
ever, recognize that, where required, redistribution 
may involve an additional cost which may be a 
substantial burden on smaller issuers. In order to 
avoid this cost, issuers may wish to delay distribu- 
tion of the preliminary offering circular until com- 
ments, if any, have been received from the staff of 
the Regional Offices.4 


The Commission emphasizes that the decision to 





3See Securities Act Release No. 4968 (April 14, 
1969). 


4The average period of time currently required to 
review Regulation A notifications and issue com- 
ments has been 16 days. 
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adopt amendments expanding the availability of a 
preliminary offering circular is in the nature of an 
experiment. The Commission reminds issuers, 
underwriters, and their counsel that it will closely 
monitor the quality of disclosure in preliminary of- 
fering circulars and will not hesitate to utilize all of 
its enforcement remedies if the use of preliminary 
offering circulars is abused. These remedies in- 
clude suspension of the Regulation A exemption 
prior to effectiveness of the offering based on dis- 
closures in the preliminary offering circular.® 
Underwriters in particular are reminded that par- 
ticipation in an offering in which the Regulation A 
exemption is later suspended serves as a bar 
under Rule 252(e)(2) from the underwriting of any 
other Regulation A offering for a period of five 
years. 


AMENDMENT OF PARAGRAPHS (a) AND (d) OF 
RULE 255 


Prior to the adoption of this amendment, Regula- 
tion A did not permit (unless authorized by the 
Commission or its staff pursuant to delegated au- 
thority) the offer of a security during the 10-day 
waiting period between the filing of the Notification 
and the date on which the offering commenced. 
Since an offer of the security could not be made, a 
sale of the security was, by implication, likewise 
prohibited. However, where a preliminary offering 
circular is used prior to the expiration of the 10-day 
waiting period, as permitted by paragraph (i) of 
Rule 256, the offering of the security, defined in 
Section 2(3) of the 1933 Act, commences im- 
mediately upon the distribution of the preliminary 
offering circular. Since the purpose of this 
amendment is to facilitate underwritten offerings 
pursuant to Regulation A by allowing the distribu- 
tion of an offering circular prior to the date on 
which the securities may be sold, in order to make 
clear that sales of the security continue to be pro- 
hibited during the 10-day waiting period provided 
in paragraphs (a) and (d) of Rule 255 and para- 
graph (f) of Rule 256, additional language has 
been added to paragraphs (a) and (d) of Rule 255 





5Pursuant to Rule 261(a)(3) the Commission has 
the authority to enter an order temporarily sus- 
pending the Regulation A exemption, if it has rea- 
son to believe that the offering is being made in 
violation of Section 17 of the 1933 Act. 
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so as to specifically prohibit sales during that 
period unless otherwise authorized by the Com- 
mission or its staff pursuant to delegated authority. 


OPERATION OF THE AMENDMENTS 


The amendments as adopted today provide that a 
preliminary offering circular meeting the require- 
ments of paragraph (i) of Rule 256 may be distrib- 
uted as soon as the Notification, of which the pre- 
liminary offering circular is an exhibit, has been 
filed with the Commission as required by Rule 
255(a).® After distribution of the preliminary offer- 
ing circular, oral offers of the security based on the 
preliminary offering circular can be made;’ how- 
ever, a sale of the security is not permitted.® If the 
issuer of the security is required to file reports pur- 
suant to Section 13(a) or 15(d) of the 1934 Act and 
the preliminary offering cirular is not inaccurate or 
inadequate in any material respect, a confirmation 
of the sale, accompanied or preceded by the final 
offering circular as provided in Rule 256(i)(4), 





SAs adopted, Rule 256(i)(1) requires: (1) that the 
preliminary offering circular contain substantially 
all of the information required by Schedule | of 
Form 1-A, except for the omission of certain spec- 
ified information relating to the offering price and 
underwriters’ compensation; and (2) where an is- 
suer is not subject to the reporting provisions of 
the 1934 Act, the outside front cover page should 
include a bona fide estimate of the range of the 
maximum offering price and maximum number of 
shares or other units of securities to be offered or 
should include a bona fide estimate of the principal 
amount of debt securities to be offered. 


7The use of sales literature continues to be pro- 
hibited by paragraph (a)(1) of Rule 256 until the 
final offering circular is delivered in accordance 
with paragraphs (a)(2) or (i)(4) of Rule 256. 


8The distribution of the preliminary offering circular 
would satisfy the provisions of Rule 256(a)(1); 
however, paragraphs (a) and (d) of Rule 255 as 
amended prohibit the sale of the security during 
the 10-day waiting period provided therein, unless 
the Commission, and its staff pursuant to dele- 
gated authority, authorize, upon written request, 
sales of the securities prior to expiration of the 
10-day waiting period. 





could be sent to each purchaser of the Security. 
However, where the issuer is not a “reporting 
company,” the distribution of the preliminary of- 
fering circular would permit the mailing of confir- 
mation of the sale which must also be accom- 
panied by the final offering circular, as provided in 
Rule 256(i)(4), only to those persons who had re- 
ceived the preliminary offering circular 48 hours 
prior to their receipt of confirmation of the sale. It 
should be noted that in each instance, paragraph 
(i)(4) of Rule 256 requires that confirmation of the 
sale be accompanied or preceded by the final of- 
fering circular containing all of the information re- 
quired by Schedule | or Form 1-A.9 


If the preliminary offering circular as originally dis- 
tributed was inaccurate or inadequate in any mate- 
rial respect, a revised preliminary or the final of- 
fering circular must be furnished to all persons to 
whom the securities are to be sold 48 hours prior 
to the mailing of any confirmation of the sale or 
sent to such persons under circumstances that it 
would normally be received by them 48 hours prior 
to their receipt of confirmation of the sale. The re- 
quirement that a revised preliminary or final offer- 
ing circular must be furnished or sent 48 hours 
prior to the mailing of confirmation of the sale is 
intended to parallel current staff procedures with 
respect to requiring redistribution of an amended 
preliminary prospectus as a condition to accelera- 
tion of effectiveness of an offering under the 1933 
Act. 


TEXT OF THE AMENDMENTS 


PART 230-GENERAL RULES AND REGULA- 
TIONS, SECURITIES ACT OF 1933 


1. Paragraphs (a) and (d) of §230.255 are 
amended as follows: 


§230.255 Filing of notification on Form 1-A. 


(a) At least 10 days (Saturdays, Sundays and holi- 
days excluded) prior to the date on which the initial 
offering or sale of any securities is to be made 
under this regulation, there shall be filed with the 





9Sales to persons who did not receive a prelimi- 
nary offering circular could only be made pursuant 
to Rule 256(a)(2). 


Regional Office of the Commission specified below 
four copies of a notification on Form 1-A. The 
Commission may, however, in its discretion, au- 
thorize the commencement of the offering or sale 
prior to the expiration of such 10 day period upon 
a written request for such authorization. 


(d) Any amendment to the notification shall be 
signed in the same manner as the original notifica- 
tion. Four copies of such amendment shall be filed 
with the same Regional Office as the original 
notification at least 10 days prior to any offering or 
sale of the securities subsequent to the filing of 
such amendment, or such shorter period as the 
Commission, in its discretion, may authorize upon 
a written request for such authorization. 


* * * * 


2. Paragraph (a) is amended and paragraph (i) 
added to §230.256 as follows: 


§230.256 Filing and use of the offering circular. 


(a) Except as provided in paragraphs (c) or (i) of 
this section and in §230.257— 


* * * 


(i) An offering circular filed pursuant to paragraph 
(f) may be distributed prior to the expiration of the 
10-day waiting periods for offerings provided for in 
§230.255(a) and (d) and paragraph (f) of this sec- 
tion and such distribution may be accompanied or 
followed by oral offers related thereto, provided 
the conditions in subparagraphs (1) through (4) 
are met. For the purposes of this section, any of- 
fering circular distributed prior to the expiration of 
the ten day waiting period is called a Preliminary 
Offering Circular. Such Preliminary Offering Cir- 
cular may be used to meet the requirements of 
paragraph (a)(2) of §230.256; Provided, That if a 
Preliminary Offering Circular is inaccurate or in- 
adequate in any material respect, a revised Pre- 
liminary Offering Circular or an offering circular of 
the type referred to in subparagraph (4) shall be 
furnished to all persons to whom the securities are 
to be sold at least 48 hours prior to the mailing of 
any confirmation of sale to such persons, or shall 
be sent to such persons under such circumstances 
that it would normally be received by them 48 
hours prior to their receipt of confirmation of the 
sale. 
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(1) Such Preliminary Offering Circular contains 
substantially the information required by this sec- 
tion to be included in an offering circular, or con- 
tains substantially that information except for the 
omission of information with respect to the offering 
price, underwriting discounts or commissions, dis- 
counts or commissions to dealers, amount of pro- 
ceeds, conversion rates, call prices, or other mat- 
ters dependent upon the offering price. For issuers 
not subject to the reporting provisions under Sec- 
tion 13(a) or 15(d) of the Securities Exchange Act 
of 1934, the disclosure on the outside front cover 
page of the Preliminary Offering Circular should 
include a bona fide estimate of the range of the 
maximum offering price and maximum number of 
shares or other units of securities to be offered, or 
should include a bona fide estimate of the principal 
amount of debt securities to be offered. 


(2) The outside front cover page of the Preliminary 
Offering Circular shall bear the caption “Prelimi- 
nary Offering Circular,” the date of its issuance, 
and the following statement which shall run along 
the left hand margin of the page and printed per- 
pendicular to the text, in boldface type at least as 
large as that used generally in the body of such 
offering circular: 


A notification pursuant to Regulation A 
relating to these securities has been 
filed with the Securities and Exchange 
Commission. Information contained in 
this Preliminary Offering Circular is 
subject to completion or amendment. 
These securities may not be sold nor 
may offers to buy be accepted prior to 
the time an offering circular which is not 
designated as a Preliminary Offering 
Circular is delivered. This Preliminary 
Offering Circular shall not constitute an 
offer to sell or the solicitation of an offer 
to buy nor shall there be any sales of 
these securities in any state in which 
such offer, solicitation or sale would be 
unlawful prior to registration or qualifi- 
cation under the securities laws of any 
such state. 


(3) The Preliminary Offering Circular relates to a 
proposed public offering of securities which is to 
be sold by or through one or more underwriters 
who are broker-dealers registered under Section 
15 of the Securities Exchange Act of 1934, each of 
whom has furnished a signed Consent and Certifi- 
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cation in the form prescribed as a condition to the 
use of such offering circular; 


(4) An offering circular which contains all of the 
information specified in Schedule | of Form I-A (17 
CFR 239.90) and which is not designated as a 
Preliminary Offering Circular is furnished with or 
prior to delivery of the confirmation of sale to any 
person who has been furnished with a Preliminary 
Offering Circular pursuant to this paragraph. 


PART 239-FORMS PRESCRIBED UNDER THE 
SECURITIES ACT OF 1933 


Section 239.90 is amended by revising paragraph 
(c) to Item 11. 


§239.90 [Amended] 


* * 


ITEM 11. Exhibits 


(No change from present Item 11 except to revise 
paragraph (c) to add undertaking number 3 to the 
Consent and Certification by Underwriter as fol- 
lows:) 


* 


CONSENT AND CERTIFICATION BY UNDER- 
WRITER 


1. (No change) 
2. (No change) 


3. If a Preliminary Offering Circular will be distrib- 
uted as permitted by Rule 256(i), the Consent and 
Certification by Underwriter shall include the fol- 
lowing additional paragraph: 


The undersigned hereby undertakes, in connection 
with any distribution of the Preliminary Offering 
Circular as permitted by Rule 256(i), (a) to keep an 
accurate and complete record of the name and 
address of each person furnished such Preliminary 
Offering Circular and (b) if such Preliminary Offer- 
ing Circular is inaccurate or inadequate in any 
material respect, to furnish a revised Preliminary 
Offering Circular or an offering circular of the type 





referred to in Rule 256(i)(4) to all persons to whom 
the securities are to be sold at least 48 hours prior 
to the mailing of any confirmation of sale to such 
persons, or to send such a circular to such per- 
sons under circumstances that it would normally 
be received by them 48 hours prior to their receipt 
of confirmation of the sale. 


* * * 


EFFECTIVE DATE 


This amendment to Regulation A is effective upon 
publication in the Federal Register. [Secs. 3(b), 
19(a), 48 Stat. 75, 85; sec. 209, 48 Stat. 908; 59 
Stat. 167, Pub. L. 91-565, 84 Stat. 1480; sec. 
308(a)(1)(2)(3), 90 Stat. 56, 57; Pub. L. 95-283, 
sec. 18, 92 Stat. 275; Pub. L. 95-425, sec. 2, 92 
Stat. 962; 15 U.S.C. 77c(b), 77s(a)]. 


Statutory Authority 


This Amendment to Regulation A is adopted pur- 
suant to Sections 3(b) and 19(a) of the Securities 
Act of 1933. 


The Commission finds that any changes in the 
amended provisions from those published in Secu- 
rities Act Release No. 33-5997 have already been 
generally subject to comment and are either tech- 
nical in nature or less burdensome than previous 
proposals so that further notice and rulemaking 
procedures pursuant to the Administrative Proce- 
dure Act (5 U.S.C. 553) are not necessary. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


June 1, 1979. 





SECURITIES ACT OF 1933 
Rel. No. 6076/June 7, 1979 


REGIONAL PROCESSING OF REGISTRATION 
STATEMENTS ON FORM S-18 


In Securities Act Release No. 6049 (April 3, 1979) 
[44 FR 21562] the Commission announced the 


adoption of Form S-18, a simplified form available 
to certain corporate issuers for the registration of 
securities to be sold to the public for cash not ex- 
ceeding an aggregate offering price of $5 million. 
At that time the Commission indicated that proc- 
essing of Form S-18 registration statements in the 
Commission's nine Regional Offices would be 
permitted subsequent to a brief training program. 
The first segment of the training program has been 
completed. The Regional Offices located in At- 
lanta, Boston, Chicago, Denver and Los Angeles 
will accept Form S-18 filings beginning on June 
15, 1979. After completion of the second training 
program, the Regional Offices in Fort Worth, New 
York, Seattle and Washington will accept Form 
S-18 filings beginning September 15, 1979. 


For further information contact Paul A. Belvin, Of- 
fice of Small Business Policy, Division of Corpora- 
tion Finance, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549 (202-755-1290). 


By the Commission. 


George A. Fitzsimmons 
Secretary 


June 7, 1979 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15890/June 1, 1979 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY NATIONAL ASSOCIATION OF SE- 
CURITIES DEALERS, INC. 


File No. SR-NASD-79-4 


The National Association of Securities Dealers, 
Inc. (the “Association’) submitted on May 14, 
1979, a proposed rule change pursuant to Rule 
19b-4 under the Securities Exchange Act of 1934 
to amend subsection 2 of Paragraph B, Part II of 
Schedule D under Article XVI of the Association’s 
By-Laws, to expand the class of securities eligible 
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for listing on the Association’s automated quota- 
tion system (“NASDAQ”). 


Under the proposed amendment, new issues 
being offered to the public pursuant to an exemp- 
tion from the registration requirements provided by 
Regulation A under the Securities Act of 1933 (17 
CFR 230.251 et seq.), as well as new issues being 
offered pursuant to an effective registration state- 
ment filed with the Securities and Exchange 
Commission, would be eligible to be listed on 
NASDAQ if the issuer expects to satisfy, as a re- 
sult of the offering, the other eligibility require- 
ments for securities set forth in Schedule D. An 
authorization for listing on NASDAQ, granted pur- 
suant to the proposed subsection, would automati- 
cally terminate 120 days after the end of the fiscal 
year in which the offering was made. 


The proposal also would require the issuer of a 
Regulation A offering to provide the Association 
with financial statements that conform to the 
minimum requirements for registration under the 
Securities Act of 1933 and with the same periodic 
reports that registered issuers must file with the 
Securities and Exchange Commission. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
June 4, 1979. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, N.W., Washington, DC 20549. Ref- 
erence should be made to File No. SR-NASD- 
79-4. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commisssion, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
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N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be available 
at the principal office of the above-mentioned self- 
regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release iwo. 15891/June 1, 1979 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY NATIONAL ASSOCIATION OF SE- 
CURITIES DEALERS, INC. 


File No. SR-NASD-79-5 


The National Association of Securities Dealers, 
Inc. (the ‘“Association’), submitted on May 14, 
1979, a proposed rule change pursuant to Rule 
19b-4 under the Securities Exchange Act of 1934, 
17 CFR 240.19b-4, to add a new Section 37 of Ar- 
ticle Ill of the Association’s Rules of Fair Practice 
concerning standards and filing requirements for 
member advertising and sales literature. The pro- 
posal would eliminate the requirement that adver- 
tisements be submitted for review within 5 days of 
use and would adopt a routine “spot check” pro- 
cedure for advertisements and sales literature. 


The proposed rule change would establish addi- 
tional filing requirements for the following sales 
materials. Members who have not filed advertise- 
ments with the Association for a period of at least 
one year would be required to file their advertise- 
ments with the Assocation at least 10 days prior to 
use for a period of one year. In addition, if the As- 
sociation determined that a member had departed 
from its standards and that there was a reasonable 
likelihood of future similar deviations, it could re- 
quire the member to file sales material for review 
for up to one year. The proposal would also re- 
quire that advertisements relating to options be 
submitted for review at least 10 days prior to use. 





Sales literature describing investment company 
securities would still have to be submitted for re- 
view within 3 business days after initial use. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
June 4, 1979. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 30 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, DC 20549. Reference 
should be made to File No. SR-NASD-79-5. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspecton and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
NW, Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be available 
at the principal office of the above-mentioned self- 
regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15892/June 1, 1979 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 

LaSalle at Jackson 

Chicago, Illinois 60604 


(SR-CBOE-79-3) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On April 16, 1979, the Chicago Board Options Ex- 
change, Incorporated filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities Ex- 
change Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act’’) and Rule 19b-4 thereunder, copies of a 
proposed rule change which establishes the basis 
for the determination of maximum bid/ask differ- 
entials for market makers as the last preceding bid 
for an option contract, rather than the last sale. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by publication of a Commission 
Release (Securities Exchange Act Release No. 
34-15754, April 23, 1979) and by publication in the 
Federal Register (44 FR 25547, May 1, 1979). All 
written statements with respect to the proposed 
rule change which were filed with the Commission 
and all written communications relating to the pro- 
posed rule change between the Commission and 
any person were considered and (with the excep- 
tion of those statements or communications which 
may be withheld from the public in accordance 
with the provisions of 5 U.S.C. §552) were made 
available to the public at the Commission’s Public 
Reference Room. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to national securities exchanges, and in 
particular, the requirements of Section 6, and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b) (2) of the Act, that the above-mentioned 
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proposed rule change be, and it hereby is, ap- 
proved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15893/June 1, 1979 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY MIDWEST 
STOCK EXCHANGE, INCORPORATED 


File No. SR-MSE-79-14 


The Midwest Stock Exchange, Incorporated 
(“MSE”) submitted, on May 29, 1979, a proposed 
rule change under Rule 19b-4 which amends Arti- 
cle XXXI, Rules 6 and 10 of the MSE rules. From 
Rule 6, the MSE has deleted language which, as a 
result of an earlier rule filing, either was eliminated 
or incorporated into paragraphs (b) or (c) of Rule 
10. The MSE has now amended paragraph (c) of 
Rule 10 to include established procedures for 
execution of odd-lot, limited price orders. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 (the ‘“‘Act’’). At any time 
within sixty days of the filing of such proposed rule 
change, the Commission may summarily abrogate 
such rule change if it appears to the Commission 
that such action is necessary or appropriate in the 
public interest, for the protection of investors, or 
otherwise in furtherance of the purposes of the 
Act. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
June 4, 1979. Interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within 21 days from the 
date of publication in the Federal Register. Per- 
sons desiring to make written comments should 
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file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. SR- 
-MSE-79-14. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15894/June 4, 1979 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY THE NEW YORK 
STOCK EXCHANGE, INC. 


File No. SR-NYSE-79-22 


The New York Stock Exchange, Inc. (“NYSE”) 
submitted, on May 15, 1979, a proposed rule 
change under Rule 19b-4 to authorize the NYSE’s 
Board of Directors (“Board”) to elect from among 
its Board members one or more Vice Chairmen of 
the Board, as the Board may deem appropriate, at 
least one of whom shall be a member or allied 
member of the NYSE. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 (the “Act’’). At any time 
within sixty days of the filing of such proposed rule 
change, the Commission may summarily abrogate 





such rule change if it appears to the Commission 
that such action is necessary or appropriate in the 
public interest, for the protection of investors, or 
otherwise in furtherance of the purposes of the 
Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
June 4, 1979. Interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within 21 days from the 
date of publication in the Federal Register. Per- 
sons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, DC 
20549. Reference should be made to File No. SR- 
-NYSE-79-22. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 


available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 15895/June 4, 1979 


An order has been issued granting the application 
requesting withdrawal of the common stock (par 
value $1.00) of FOX-STANLEY PHOTO PROD- 
UCTS, INC. from listing and registration on the 
American Stock Exchange, Inc. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 15896/June 5, 1979 


Orders have been issued granting the applications 
of the Pacific Stock Exchange, Inc. to strike the 
common stocks of the following companies from 
listing and registration thereon: McCARTHY 
COMPANY ($1.00 par value) and RSC INDUS- 
TRIES, INC. ($.05 par value). 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15897/June 5, 1979 


In the Matter of 


THE OPTIONS CLEARING CORPORATION 
(“OCC”) 


(SR-OCC-78-6) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On August 21, 1978, OCC filed with the Commis- 
sion, pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act’) and Rule 19b-4 thereunder, copies of a 
proposed rule change modifying its procedures for 
liquidating open short positions and unsegregated 
long positions in the accounts of suspended 
clearing members. The purpose of the proposed 
rule is to simplify and clarify OCC’s procedures for 
liquidating open positions. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by publication of a Commission 
Release (Securities Exchange Act Release No. 
34-15085, August 24, 1978) and by publication in 
the Federal Register (43 FR 38753, August 30, 
1978). No written comments were received by the 
Commission, and there were no written communi- 
cations with OCC regarding this proposed rule 
change. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to clearing agencies, and in particular, the 
requirements of Section 17A and the rules and 
regulations thereunder. 
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IT iS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the proposed rule 
change referenced above be, and it hereby is, ap- 
proved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





June 5, 1979 


SECURITIES AND EXCHANGE ACT OF 1934 
Rel. No. 15898/June 


Title 17—Commodity and Securities Exchanges 


CHAPTER II—SECURITIES AND EXCHANGE 
COMMISSION 


[Release No. 34-15898] 


PART 240—GENERAL RULES AND REGULA- 
TIONS SECURITIES EXCHANGE ACT OF 1934 


Uniform Net Capital Rule 
AGENCY: Securities and Exchange Commission 


ACTION: Final rule. 


SUMMARY: The Commission today has adopted 
previously proposed amendments to its uniform 
net capital rule and Appendices B and D thereto. 
The amendments primarily affect the financial re- 
quirements for brokers and dealers that are also 
futures commission merchants (‘fom’) registered 
with the Commodity Futures Trading Commission. 
They are designed to conform the net capital rule 
with the minimum financial requirements of the 
Commodity Futures Trading Commission for fcm’s, 
to avoid duplication, reduce regulatory burden, 
and coordinate regulation through uniform re- 
quirements as much as possible. 
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EFFECTIVE DATE: July 23, 19791 


FOR FURTHER INFORMATION CONTACT: 
James G. Moody, Attorney Advisor, Division of 
Market Regulation, Securities and Exchange 
Commission, Washington, D.C. 20549 (202) 376- 
8135. 


SUPPLEMENTARY INFORMATION: The Securi- 
ties and Exchange Commission today announced 
the adoption of certain amendments to Rule 
15c3-1 (17 CFR 240.15c3-1) under the Securities 
Exchange Act of 1934, the uniform net capital rule, 
and Appendices B and D thereto. The amend- 
ments, which become effective on July 23, 1979, 
are substantially the same as those proposed in 
Securities Exchange Act Release No. 15426, De- 
cember 21, 1978; 44 FR 1754, January 8, 1979. 


DISCUSSION 


Rule 15c3-1, the uniform net capital rule (17 CFR 
240.15c3-1), in general requires a broker or dealer 
to maintain a certain specified minimum “net cap- 
ital” depending on the nature of its securities busi- 
ness and its circumstances.2 The amount of net 
capital required unless the broker or dealer com- 
putes its net capital under subsection (f) of the rule 
depends upon its ‘aggregate indebtedness.’’? 
Paragraph (c)(2) of the rule defines ‘net capital” 
as the net worth of a broker or dealer adjusted by 
certain described items. Paragraph (c)(1) of the 
Rule defines “aggregate indebtedness” as the 
total money liabilities of a broker or dealer in con- 
nection with any transaction, with limited exclu- 
sions. The rule requires brokers or dealers to have 
sufficient cash or liquid assets to protect the cash 
or securities positions carried in their customers’ 
accounts. The thrust of the rule is to ensure that a 





'A broker or dealer may conform to the amend- 
ments herein before July 23, 1979 if it so wishes. 


?Rule 15c3-1(a). 


3Brokers or dealers operating under paragraph (f) 
of Rule 15c3-1 determine their net capital re- 
quirement upon the ‘aggregate debit” items com- 
puted pursuant to the “Formula for Determination 
Reserve Requirement of Brokers and Dealers” as 
set forth at Rule 15c3-3a, 17 CFR 240.15c3-3a. 





broker or dealer has sufficient liquid assets to 
cover current indebtedness. 


Recently, the Commodity Futures Trading Com- 
mission (the “CFTC’) made substantial revisions 
in its minimum financial and related reporting re- 
quirements imposed upon fcm’s. The CFTC stated 
that it was amending its rules first to eliminate 
duplicative financial requirements imposed upon 
fcm’s. The CFTC gave as another purpose for the 
revised regulations to ‘‘correct substantial de- 
ficiencies’’ which had existed in the CFTC’s 
minimum capital rules.4 


Although the CFTC amendments apply only to 
fcm’s, about half of all commodity customer busi- 
ness in the futures industry is done by fcm’s that 
are also registered with the Commission as brok- 
ers or dealers and are, therefore, subject to the 
uniform net capital rule. 


As the CFTC noted in its release announcing the 
adoption of its new minimum financial require- 
ments, it has incorporated by reference the Com- 
mission’s hair-cuts on securities. The CFTC be- 
lieved that its rule, before being amended, re- 
quired unnecessary ‘‘safety factors” for open 
commodities transactions and created new stand- 
ards which were first proposed in 1977 and 1978.5 
These, as well as other commodity related 
amendments to its rule, have been the subject of 
extensive study by that agency and by those who 
will be subject to it. After careful consideration, in 
the interests of minimizing duplicative regulation, 
the Commission is deferring to the expertise of the 
CFTC in the area of financial responsibility regula- 
tion and is amending its rule to conform in the 
main to those provisions of the CFTC’s rule which 
deal with the commodities futures business.® 





443 FR 39956, 39957, 39958 (September 8, 
1978). 


Sid. at 39957-39958. 


6 In general, the differences in the two rules will not 
affect broker-dealers who are fcm’s. The CFTC 
believed that the “few differences” which might 
remain between the CFTC rule and the Commis- 
sion rule would affect only fem’s which engage ina 
cash commodity, manufacturing or cooperative 
business/businesses “in which few, if any, FCM/ 


The amendments adopted herein are designed in- 
sofar as possible to provide uniformity and avoid 
duplicative requirements as well as additional re- 
porting for fem’s which are also brokers or dealers. 
The Commission believes it is important to achieve 
uniformity in this area in the interest of fair and 
equitable regulation consistent with its regulatory 
responsibility. 


Most of the amendments to the net capital rule will 
be found in Appendix B as amended (17 CFR 
240.15c3-1b). The most significant of the adopted 
amendments is the substitution of the CFTC’s so- 
called safety factors on futures for the haircut de- 
ductions currently required by Appendix B to the 
net capital rule. 


The majority of the remaining changes to the net 
capital rule affect the treatment of receivables re- 
lating to commodities. For example, under the 
amendments the length of time margin calls are 
allowed to remain outstanding for under-margined 
customer futures accounts will be 3 business days 
by December 31, 1982. Margin can remain uncol- 
lected for up to 5 business days until December 
31, 1980, 4 business days until December 31, 
1982 and 3 business days thereafter before a 
charge is made to net capital. The net capital rule 
now allows 5 business days, a period which will 
remain unchanged for transactions in securities. 


Another significant time differential from the way 
commodities are now treated involves deficits or 
debit ledger balances in unsecured customers’, 
non-customers’ and proprietary accounts related 
to commodities transactions which are the subject 
of calls for margin or other required deposits. 





broker-dealers engage.” The CFTC has said that, 
in the case of each such difference of which it was 
aware, the Commission minimum financial re- 
quirements would be higher than the CFTC re- 
quirements. The CFTC said that, therefore, an fem 
may be assured of compliance with the regulations 
of both agencies if it is in compliance with the 
Commission’s. Some of the differences between 
the two rules include the treatment of certain un- 
secured receivables such as those in paragraph 
(c)(2)(ii)(A) of CFTC Rule 1.17 and certain inven- 
tories such as those in paragraphs (c)(2)(iv)(C) 
through (E). The CFTC will regard these as ‘“‘cur- 
rent assets” for purposes of its rule. Appendix B 
requires their deduction from net worth. 
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Under the amendments, the amount of funds re- 
quired may be included in net capital for one day. 
In addition, the length of time margin calls per- 
taining to commodity transactions are allowed to 
remain outstanding for under-margined non- 
customer and omnibus commodity futures ac- 
counts has been reduced from 5 business days to 
2 business days. 


The amendments specify that receivables from a 
foreign clearing organization resulting from com- 
modities transactions as well as stock held in a 
commodity clearing organization may be treated 
as net capital. Under the current Commission rule 
such items would generally be treated as assets 
not readily convertible into cash and would be de- 
ducted from net worth. 


Next, for those brokers or dealers which have 
elected to operate under the alternative net capital 
provisions, the amendments will require securities 
brokers or dealers which are also fcm’s to maintain 
net capital equal to 4 percent of the funds required 
to be segregated pursuant to the Commodity Ex- 
change Act and the rules thereunder if such 
amount is greater than the alternative provisions 
would require it to maintain. 


Finally, Appendix D which governs subordination 
agreements has been altered in several respects 
to conform its provisions to reflect the CFTC’s re- 
quirements that an fcm on the alternative maintain 
net capital of 4% of the funds required to be 
segregated by the Commodity Exchange Act. 


Because the subordinated loan provisions of Ap- 
pendix D are being changed, it will be necessary 
to ‘grandfather’ existing subordination loan 
agreements. Otherwise, existing loans would no 
longer meet the requirements of Appendix D. The 
Commission has selected 5 years as the period 
after which the loan must conform to the new Ap- 
pendix D, the same amount of time the Commis- 
sion gave in 1975 when it adopted the present Ap- 
pendix D. 


As adopted the amendments define the terms 
“customer” and “non-customer” in Appendix B by 
incorporating the definitions of these terms which 
are in the General Regulations of the CFTC. 
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STATUTORY BASIS AND COMPETITIVE 
CONSIDERATIONS 


Pursuant to the Securities Exchange Act of 1934 
and particularly Sections 15(c)(3) and 23(a) 
thereof, 15 U.S.C. § 780(c)(3) and 78w(a), the 
Commission amends § 240.15c3-1 in Part 240 of 
Chapter II of Title 17 of the Code of Federal Reg- 
ulations in the manner set forth below, effective 
July 2e, 1979. The Commission finds that any bur- 
den imposed upon competition by the amend- 
ments is necessary and appropriate in furtherance 
of the purposes of the Act, and particularly to im- 
plement the Commission’s continuing mandate 
under Section 15(c)(3) thereof, 15 U.S.C. 
§ 780(c)(3), to provide minimum safeguards with 
respect to the financial responsibility of brokers 
and dealers. 


TEXT OF AMENDMENTS TO SECTION 
240.15c3-1 


§ 240.15c3-1 Net capital requirements for brokers 
or dealers. 


(a)No broker or dealer shall permit his aggregate 
indebtedness to all other persons to exceed 1500 
percentum of his net capital, except as otherwise 
limited by the provisions of paragraph (a)(1), or, in 
the case of a broker or dealer electing to operate 
pursuant to paragraph (f) of this section, no broker 
or dealer shall permit his net capital to be less then 
4 percent of aggregate debit items as computed in 
accordance with § 240.15c3-3a of this Chapter, or, 
if registered as a futures commission merchant, 4 
percent of the funds required to be segregated 
pursuant to the Commodity Exchange Act, and the 
regulations thereunder, if greater, except as 
otherwise limited by paragraph (f) of this section, 
and every broker or dealer shall have the net cap- 
ital necessary to comply with the following condi- 
tions, except as otherwise provided for in para- 
graph (f) of this section. 


* * 


(e) Limitation on Withdrawal of Equity Capital. 

No equity capital of the broker or dealer or a sub- 
sidiary or affiliate consolidated pursuant to Appen- 
dix (C) (17 CFR 240.15c3-1c) whether in the form 
of capital contributions by partners (excluding se- 
curities in the securities accounts of partners and 





balances in limited partners’ capital accounts in 
excess of their stated capital contributions), par or 
stated value of capital stock, paid-in capital in ex- 
cess of par, retained earnings or other capital ac- 
counts, may be withdrawn by action of a stock- 
holder or partner, or by redemption or repurchase 
of shares of stock by any of the consolidated en- 
tities or through the payment of dividends or any 
similar distribution, nor may any unsecured ad- 
vance or loan be made to a stockholder, partner, 
sole proprietor or employee if, after giving effect 
thereto and to any other such withdrawals, ad- 
vances or loans and any Payments of Payment 
Obligations (as defined in Appendix (D) (17 CFR 
240.15c3-1d) under satisfactory subordination 
agreements which are scheduled to occur within 
six months following such withdrawal, advance or 
loan, either aggregate indebtedness of any of the 
consolidated entities exceeds 1000 percentum of 
its net capital or its net capital would fail to equal 
120 per centum of the minimum dollar amount re- 
quired thereby or would be less than 7 percent of 
aggregate debit items computed in accordance 
with 17 CFR 240.15c3-3a, or, if registered as a 
futures commission merchant 7% of the funds re- 
quired to be segregated pursuant to the Commod- 
ity Exchange Act, and the regulations thereunder, 
if greater or in the case of any broker or dealer 
included within such consolidation if the total out- 
standing principal amounts of satisfactory subordi- 
nation agreements of the broker or dealer (other 
than such agreements which qualify as equity 
under paragraph (d) of this section) would exceed 
70% of the debt-equity total as defined in para- 
graph (d). Provided, That this provision shall not 
preclude a broker or dealer from making required 
tax payments or preclude the payment to partners 
of reasonable compensation. 


(f) Alternative Net Capital Requirement. 


(1)(i) A broker or dealer who is not exempt from 
the provisions of 17 CFR 240.15c3-3 under the 
Securities Exchange Act of 1934 pursuant to 
paragraph (k)(1) or (k)(2)(i) may elect not to be 
subject to the limitations of paragraph (a) of this 
section respecting aggregate indebtedness as de- 
fined in paragraph (c)(1) of this section and certain 
deductions provided for in paragraph (c)(2) of this 
section. Provided, that in order to qualify to oper- 
ate under this paragraph (f), such broker or dealer 
shall at all times maintain net capital equal to the 
greater of $100,000 ($25,000 in the case of a 
broker or dealer effecting transactions solely in 


municipal securities) or 4 percent of aggregate 
debit items computed in accordance with the For- 
mula for Determination of Reserve Requirements 
for Brokers and Dealers (Exhibit A to Rule 15c3-3, 
17 CFR 240.15c3-3a), or, if registered as a futures 
commission merchant, 4 percent of the funds re- 
quired to be segregated pursuant to the Commod- 
ity Exchange Act, and the regulations thereunder, 
if greater, and shall notify the Examining Authority 
for such broker or dealer and the Regional Office 
of the Commission in which the broker or dealer 
has its principal place of business, in writing, of its 
election to operate under this provision. Once a 
broker or dealer has determined to operate pur- 
suant to the provisions of this paragraph (f), he 
shall continue to do so unless a change is ap- 
proved upon application to the Commission. 


(2) In the case of a broker or dealer who has con- 
solidated a subsidiary pursuant to Appendix C [17 
CFR 240.15c3-1c], such broker’s or dealer's 
minimum net capital requirements shall be the 
sum of the greater of $100,000 or 4 percent of the 
parent broker's or dealer’s aggregate debit items 
computed in accordance with 17 CFR 
240.15c3-3a, or, if the parent is registered as a 
futures commission merchant, 4 percent of the 
funds required to be segregated pursuant to the 
Commodity Exchange Act and the regulations 
thereunder, if greater, and the total of each con- 
solidated broker or dealer subsidiary’s minimum 
net capital requirements. The minimum net capital 
requirements of a subsidiary electing to operate 
pursuant to paragraph (f) of this section shall be 
the greater of $100,000 or 4 percent of its aggre- 
gate debit items computed in accordance with 17 
CFR 240.15c3-3a, or, if registered as a futures 
commission merchant, 4 percent of the funds re- 
quired to be segregated by the subsidiary pursuant 
to the Commodity Exchange Act and the regula- 
tions thereunder, if greater. Where the subsidiary 
which has been consolidated has not elected to 
operate pursuant to paragraph (f), its minimum net 
capital requirement is the greater of its require- 
ments under paragraph (a) of this section or 6-2/3 
percent of its aggregate indebtedness. 


* * * * 


§ 240.15c3-1b Adjustments to net worth and 
aggregate indebtedness for certain commodities 
transactions (Appendix B to 17 CFR 240.15c3-1). 


(a) Every broker or dealer in computing net capital 
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pursuant to 17 CFR 240.15c3-1 shall comply with 
the following: 


(1) Where a broker or dealer has an asset or liabil- 
ity which is treated or defined in paragraph (c) of 
17 CFR 240.15c3-1, the inclusion or exclusion of 
all or part of such asset or liability for the compu- 
tation of aggregate indebtedness and net capital 
shall be in accordance with paragraph (c) of 17 
CFR 240.15c3-1 except as specifically provided 
otherwise in this Appendix B. Where a commodity 
related asset or liability is specifically treated or 
defined in 17 CFR 1.17 and is not generally or 
specifically treated or defined in 17 CFR 
240.15c3-1 or this Appendix B, the inclusion or ex- 
clusion of all or part of such asset or liability for the 
computation of aggregate indebtedness and net 
capital shall be in accordance with 17 CFR 1.17. 


AGGREGATE INDEBTEDNESS 


(2) The term “aggregate indebtedness” as defined 
in paragraph (c)(1) of this section shall exclude 
with respect to commodity-related transactions: 


(i) Indebtedness arising in connection with an ad- 
vance to a non-proprietary account when such in- 
debtedness is adequately collateralized by spot 
commodities eligible for delivery on a contract 
market and when such spot commodities are cov- 
ered. 


(ii) Advances received by the broker or dealer 
against bills of lading issued in connection with the 
shipment of commodities sold by the broker or 
dealer; and 


(iii) Equity balances in the accounts of general 
partners. 


NET CAPITAL 


(3) In computing net capital as defined in para- 
graph (c)(2) of this section, the net worth of a 
broker or dealer shall be adjusted as follows with 
respect to commodity-related transactions: 


(i) Unrealized Profit or Loss For Certain Com- 
modities Transactions. 


(A) Unrealized profits shall be added and un- 
realized losses shall be deducted in the com- 
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modities accounts of the broker or dealer, includ- 
ing unrealized profits and losses on fixed price 
commitments and forward contract; and 


(B) The value attributed to any non-transferable 
commodity option shall be the difference between 
the option’s striking price and the market value for 
the actual commodity or futures contract which is 
the subject of the option. In the case of a long call 
commodity option, if the market value for the ac- 
tual commodity or futures contract which is the 
subject of the option is less than the striking price 
of the option, it shall be given no value. In the case 
of a long put commodity option, if the market value 
for the actual commodity or futures contract which 
is the subject of the option is more than the striking 
price of the option, it shall be given no value. 


(ii) Deduct any unsecured commodity futures or 
option account containing a ledger balance and 
open trades the combination of which liquidates to 
a deficit or containing a debit ledger balance only: 
Provided, however, deficits or debit ledger bal- 
ances in unsecured customers’ non-customers’ 
and proprietary accounts, which are the subject of 
calls for margin or other required deposits which 
are outstanding one business day or less need not 
be deducted from net worth; 


(iii) Deduct all unsecured receivables, advances 
and loans except for: 


(A) Management fees receivable from commodity 
pools outstanding no longer than thirty (30) days 
from the date they are due; 


(B) Receivables from foreign clearing organiza- 
tions; 


(C) Receivables from registered futures commis- 
sion merchants or brokers, resulting from com- 
modity futures or option transactions, except those 
specifically excluded under paragraph (3)(ii) of this 
Appendix B. 


(iv) Deduct ail inventories (including work in proc- 
ess, finished goods, raw materials and inventories 
held for resale) except for readily marketable spot 
commodities; or spot commodities which 
adequately collateralize indebtedness under para- 
graph (c)(7) of 17 CFR 1.17; 


(v) Guarantee deposits with commodities clearing 





organizations are not required to be deducted from 
net worth; 


(vi) Stock in commodities clearing organizations to 
the extent of its margin value is not required to be 
deducted from net worth; 


(vii) Deduct from net worth the amount by which 
any advances paid by the broker or dealer on cash 
commodity contracts and used in computing net 
capital exceeds 95 percent of the market value of 
the commodities covered by such contracts. 


(viii) Do not include equity in the commodity ac- 
counts of partners in net worth. 


(ix) In the case of all inventory, fixed price com- 
mitments and forward contracts, except for inven- 
tory and forward contracts in the inter-bank market 
in those foreign currencies which are purchased or 
sold for future delivery on or subject to the rules of 
a contract market and covered by an open futures 
contract for which there will be no charge, deduct 
the applicable percentage of the net position 
specified below: 


(A) Inventory which is currently regis- 
tered as deliverable on a contract mar- 
ket and covered by an open futures 
contract. 


No charge 
(B) Inventory which is covered by an 
open futures contract or commodity op- 


tion. 


5% of the 
market value 


(C) Inventory which is not covered. 


20% of the 
market value 


(D) Fixed price commitments (open pur- 
chases and sales) an dforward con- 
tracts which are covered by an open 
futures contract or commodity option. 


10% of the 
market value 


(E) Fixed price commitments (open pur- 
chases and sales) and forward con- 
tracts which are not covered by an open 
futures contract or commodity option. 


20% of the 
market value 


(x) Reserved 
(xi) Reserved 


(xii) Deduct for undermargined customer commod- 
ity futures accounts the amount of funds required 
in each such account to meet maintenance margin 
requirements of the applicable board of trade or, if 
there are no such maintenance margin require- 
ments, clearing organization margin requirements 
applicable to such positions, after application of 
calls for margin, or other required deposits which 
are outstanding five business days or less until 
December 31, 1980, four business days or less 
until December 31, 1982, and three business days 
or less thereafter. If there are no such mainte- 
nance margin requirements or clearing organiza- 
tion margin requirements on such accounts, then 
deduct the amount of funds required to provide 
margin equal to the amount necessary after appli- 
cation of calls for margin, or other required depos- 
its outstanding five days or less until December 
31, 1980, four days or less until December 31, 
1982, and three days or less thereafter to restore 
original margin when the original margin has been 
depleted by 50 percent or more. Provided, to the 
extent a deficit is deducted from net worth in ac- 
cordance with paragraph (3)(ii) of this Appendix B, 
such amount shall not also be deducted under this 
paragraph (3)(xii). 


(xiii) Deduct for undermargined non-customer and 
omnibus commodity futures accounts the amount 
of funds required in each such account to meet 
maintenance margin requirements of the appli- 
cable board of trade or, it there are no such 
maintenance margin requirements, clearing or- 
ganization margin requirements applicable to such 
positions after applicaton of calls for margin, or 
other required deposits which are outstanding two 
business days or less. If there are no such 
maintenance margin requirements or clearing or- 
ganization margin requirements, then deduct the 
amount of funds required to provide margin equal 
to the amount necessary after application of calls 
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for margin, or other required deposits outstanding 
two days or less to restore original margin when 
the intitial margin has been depleted by 50 percent 
or more. Provided, to the extent a deficit is de- 
ducted from net worth in accordance with para- 
graph (3)(ii) of this Appendix B, such amount shall 
not also be deducted under this paragraph (3)(xiii). 


(xiv) In the case of open futures contracts held in 
proprietary accounts carried by the broker or 
dealer which are not covered by a position held by 
the broker or dealer or which are not the result of a 
“changer trade” made in accordance with the rule 
of a contract market deduct: 


(A) For a broker or dealer which is a 
clearing member of a contract market 
for the positions on such contract mar- 
ket cleared by such member, the appli- 
cable margin requirement of the appli- 
cable clearing organization; 


(B) For a broker or dealer which is a 
member of a contract market, 150% of 
the applicable maintenance margin re- 
quirement of the applicable board of 
trade or clearing organization, 
whichever is greater; 


(C) For all other brokers or dealers, 
200% of the applicable maintenance 
margin requirement of the applicable 
board of trade or clearing organization, 
whichever is greater; or 


(D) For open contracts for which there 
are no applicable maintenance margin 
requirement, 200% of the applicable ini- 
tial margin requirement. 


Provided, the equity in any such proprietary ac- 
count shall reduce the deduction required by this 
paragraph (3)(xiv) if such equity is not otherwise 
includable in net capital. 


(xv) Options. In the case of a broker or dealer 
which is a taker of a commodity option, the deduc- 
tion shall be the amount of any commodity option 
premium which has been used to increase net 
capital (however, in the case of an broker or dealer 
which is a grantor of a commodity option, the de- 
duction may be reduced by the amount of any 


816/SEC DOCKET 


commodity option premium which has not been 
previously recognized as income). 


(xvi) In the case of a commodity option which is 
carried long by the broker or dealer as a taker of a 
commodity option which has value and such value 
is used to increase net capital, the deduction 
should be ten percent of the market value of the 
commodity which is the subject of such option, but 
in no event shall the deduction be greater than the 
value attributed to such option. 


(xvii) Deduct 5% of all unsecured receivables in- 
cludable under paragraph (3)(iii)(C) of this Appen- 
dix B used by the broker or dealer in computing 
“net capital” and which are not receivable from (A) 
a futures commission merchant registered as such 
with the Commodity Futures Trading Commission, 
or (B) a broker or dealer which is registered as 
such with the Securities and Exchange Commis- 
sion. 


(xviii) A loan or advance or any other form of re- 
ceivable shall not be considered “secured” for the 
purposes of paragraph (3) of this Appendix B un- 
less the following conditions exist: 


(A) The receivable is secured by readily marketa- 
ble collateral which is otherwise unencumbered 
and which can be readily converted into cash 
equal to or in excess of the part of the receivable 
which is shown in the broker's or dealer’s records 
as secured; and 


(B)(7) The readily marketable collateral is in the 
possession or control of the broker or dealer; or 


(2) The broker or dealer has a legally enforceable, 
written security agreement, signed by the debtor, 
and has a perfected security interest in the readily 
marketable collateral within the meaning of the 
laws of the State in which the readily marketable 
collateral is located. 


(xix) The term “cover” for purposes of this Appen- 
dix B shall mean cover as defined in 17 CFR 
1.17(j). 


(xx) The term “customer” for purposes of this Ap- 
pendix B shall mean customer as defined in 17 
CFR 1.17(b)(2). The term ‘“non-customer’” for pur- 
poses of this Appendix B shall mean non-customer 
as defined in 17 CFR 1.17 (b)(4). 





§ 240.15c3-1d Satisfactory Subordination Agree- 
ments (Appendix D to 17 CFR 240.15c3-1). 


maa 
— 


(iii) The secured demand note agreement may 
also provide that, in lieu of the procedures speci- 
fied in the provisions required by paragraph 
(b)(6)(ii) of this section, the lender with the prior 
written consent of the broker or dealer and the 
Examining Authority for the broker or dealer may 
reduce the unpaid principal amount of the secured 
demand note. Provided, That after giving effect to 
such reduction the aggregate indebtedness of the 
broker or dealer would not exceed 1000 per cen- 
tum of its net capital or, in the case of a broker or 
dealer operating pursuant to paragraph (f) of 17 
CFR 240.15c3-1, net capital would not be less 
than 7% of aggregate debit items computed in ac- 
cordance with 17 CFR 240.15c3-3a or, if regis- 
tered as a futures commission merchant, 7% of the 
funds required to be segregated pursuant to the 
Commodity Exchange Act, and the regulations 
thereunder, if greater. Provided, further, That no 
single secured demand note shall be permitted to 
be reduced by more than 15% of its original princi- 
pal amount and after such reduction no excess 
collateral may be withdrawn. No Examining Au- 
thority shall consent to a reduction of the principal 
amount of a secured demand note if, after giving 
effect to such reduction, net capital would be less 
than 120% of the minimum dollar amount required 
by 17 CFR 240.15c3-1. 


(7) Permissive Prepayments. A broker or dealer at 
its option but not at the option of the lender, may, if 
the subordination agreement so provides, make a 
Payment of all or any portion of the Payment Obli- 
gation thereunder prior to the scheduled maturity 
date of such Payment Obligation (hereinafter re- 
ferred to as a “Prepayment’), but in no event may 
any Prepayment be made before the expiration of 
one year from the date such subordination agree- 
ment became effective; provided, however, That 
the foregoing restriction shall not apply to tempor- 
ary subordination agreements which comply with 
the provisions of paragraph (c)(5) of this Appendix 
D. No Prepayment shall be made, if, after giving 
effect thereto (and to all Payments of Payment 
Obligations under any other subordinated agree- 


ments then outstanding the maturity or accelerated 
maturities of which are scheduled to fall due within 
six months after the date such Prepayment is to 
occur pursuant to this provision or on or prior to 
the date on which the Payment Obligation in re- 
spect of such Prepayment is scheduled to mature 
desregarding this provision, whichever date is ear- 
lier) without reference to any projected profit or 
loss of the broker or dealer, either aggregate inde- 
btedness of the broker or dealer would exceed 
1000 per centum of its net capital or its net capital 
would be less than 120 per centum of the minimum 
dollar amount required by 17 CFR 240.15c3-1 or, 
in the case of a broker or dealer operating pur- 
suant to paragraph (f) of 17 CFR 240.15c3-1, its 
net capital would be less than 7% of its aggregate 
debit items computed in accordance with 17 CFR 
240.15c3-3a or, if registered as a fututes commis- 
sion merchant, 7% of the funds required to be 
segregated pursuant to the Commodity Exchange 
Act and the regulations thereunder, if greater, or 
its net capital would be less than 120% of the 
minimum dollar amount required by paragraph (f) 
of 17 CFR 240.15c3-1. Notwithstanding the above, 
no Prepayment shall occur without the prior written 
approval of the Examining Authority for such 
broker or dealer. 


(8) Suspended Repayment. (i) The Payment Obli- 
gation of the broker or dealer in respect of any 
subordination agreement shall be suspended and 
shall not mature if, after giving effect to Payment 
of such Payment Obligation (and to all Payments 
of Payment Obligations of such broker or dealer 
under any other subordination agreement(s) then 
outstanding which are scheduled to mature on or 
before such Payment Obligation) either (A) the 
aggregate indebtedness of the broker or dealer 
would exceed 1200% its net capital or, in the case 
of a broker or dealer operating pursuant to para- 
graph (f) of 17 CFR 240.15c3-1, its net capital 
would be less than 6 percent of aggregate debit 
times computed in accordance with 17 CFR 
240.15c3-3a or, if registered as a futures commis- 
sion merchant, 6% of the funds required to be 
segregated pursuant to the Commodity Exchange 
Act and the regulations thereunder, if greater, or 
(B) its net capital would be less than 120 percent 
of the minimum dollar amount required by 17 CFR 
240.15c3-1 including paragraph (f), if applicable. 
Provided, That the subordination agreement may 
provide that, if the Payment Obligation of the 
broker or dealer thereunder does not mature and 
is suspended as a result of the requirement of this 
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paragraph (b)(8) for a period of not less than six 
months, the broker or dealer shall thereupon 
commence the rapid and orderly liquidation of its 
business but the right of the lender to receive 
Payment, together with accrued interest or com- 
pensation, shall remain subordinate as required by 
the provisions of 17 CFR 240.15c3-1 and 
240.15c3-1d. 


(10) *** 
(ii) *** 


(B) The aggregate indebtedness of the broker or 
dealer exceeding 1500% of its net capital or, in the 
case of a broker or dealer which has elected to 
operate under paragraph (f) of 17 CFR 
240.15c3-1, its net capital computed in accord- 
ance therewith is less than 4% of its aggregate 
debit items computed in accordance with 17 CFR 
240.15c3-3a or, if registered as a futures commis- 
sion merchant, 4% of the funds required to be 
segregated pursuant to the Commodity Exchange 
Act and the regulations thereunder, if greater, 
throughout a period of 15 consecutive business 
days, commencing on the day the broker or dealer 
first determines and notifies the Examining Au- 
thority for the broker or dealer, or the Examining 
Authority or the Commission first determines and 
notifies the broker or dealer of such fact; 


(2) Notice of Maturity or Accelerated Maturity. 
Every broker or dealer shall immediately notify the 
Examining Authority for such broker or dealer if, 
after giving effect to all Payments of Payment Ob- 
ligations under subordination agreements then 
outstanding which are then due or mature within 
the following six months without reference to any 
projected profit or loss of the broker or dealer, 
either the aggregate indebtedness of the broker or 
dealer would exceed 1200% of its net capital or its 
net capital would be less than 120% of the 
minimum dollar amount required by 17 CFR 
240.15c3-1, or, in the case of a broker or dealer 
who is operating pursuant to paragraph (f) of 17 
CFR 240.15c3-1, its net capital would be less than 
6% of aggregate debit items computed in accord- 
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ance with 17 CFR 240.15c3-3a or, if registered as 
a futures commission merchant, 6% of the funds 
required to be segregated pursuant to the Com- 
modity Exchange Act and the regulations thereun- 
der, if greater, or less than 120% of the minimum 
dollar amount required by paragraph (f) of 17 CFR 
240.15c3-1. 


(5) Temporary Subordinations. For the purpose of 
enabling a broker or dealer to participate as an 
underwriter of securities or other extraordinary ac- 
tivities in compliance with the net capital require- 
ments of 17 CFR 240.15c3-1, a broker or dealer 
shall be permitted, on no more than three occa- 
sions in any 12 month period, to enter into a sub- 
ordination agreement on a temporary basis which 
has a stated term of no more than 45 days from 
the date such subordination agreement became 
effective. Provided, That this temporary relief shall 
not apply to a broker or dealer if, at such time, it is 
subject to any of the reporting provisions of 17 
CFR 240.17a-11 under the Securities Exchange 
Act of 1934, irrespective of its compliance with 
such provisions or if immediately prior to entering 
into such subordination agreement either (i) the 
aggregate indebtedness of the broker or dealer 
exceeds 1000 per centum of its net capital or its 
net capital is less than 120% of the minimum dollar 
amount required by 17 CFR 240.15c3-1, or (ii) in 
the case of a broker or dealer operating pursuant 
to paragraph (f) of 17 CFR 240.15c3-1, its net 
capital is less than 7 percent of aggregate debits 
computed in accordance with 17 CFR 240.15c3-3a 
or, if registered as a futures commission merchant, 
7% of the funds required to be segregated pur- 
suant to the Commodity Exchange Act and the 
regulations thereunder, if greater, or less than 
120% of the minimum dollar amount required by 
paragraph (f) of this section, or (iii) the amount of 
its then outstanding subordination agreements ex- 
ceeds the limits specified in paragraph (d) of 17 
CFR 240.15c3-1. Such temporary subordination 
agreement shall be subject to all the other provi- 
sions of this Appendix. 


Subordination Agreements in Effect Prior to 
Adoption 


(7) Any subordination agreement which has been 





entered into prior to December 20, 1978 and which 
has been deemed to be satisfactorily subordinated 
pursuant to 17 CFR 240.15c3-1 as in effect prior to 
December 20, 1978, shall continue to be deemed 
a satisfactory subordination agreement until the 
maturity of such agreement. Provided, That no re- 
newal of an agreement which provides for au- 
tomatic or optional renewal by the broker or dealer 
or lender shall be deemed to be a satisfactory 
subordination agreement unless such renewed 
agreement meets the requirements of this Appen- 
dix within 6 months from December 20, 1978. Pro- 
vided, further, That all subordination agreements 
must meet the requirements of this Appendix 
within 5 years of December 20, 1978. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


June 5, 1979. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 15899/June 5, 1979 


PART 240—FORMS, SECURITIES AND EX- 
CHANGE ACT OF 1934 


FOCUS REPORTING SYSTEM 

Requirements for Financial Reporting 

AGENCY: Securities and Exchange Commission. 
ACTION: Rule amendment. 


SUMMARY: The Commission today announced 
amendments to the financial and operational re- 
porting requirements collectively known as the 
FOCUS reporting system by adopting the pre- 
viously proposed Schedule of Segregation Re- 
quirements and Funds on Deposit in Segregation 
currently being used by the Commodity Futures 
Trading Commission for its registered futures 
commission merchants. This schedule will apply 


only to those brokers or dealers that are also fu- 
tures commission merchants. 


EFFECTIVE DATE: July 23, 1979 


FOR FURTHER INFORMATION CONTACT: 


James G. Moody, Attorney Advisor, 
Division of Market Regulation, 
Securities and Exchange Commission, 
Washington, D.C. 20549, 

(202) 376-8135. 


SUPPLEMENTARY INFORMATION: The Securi- 
ties and Exchange Commission today announced 
the adoption of certain amendments to Part II of 
Form X-17A-5, a financial and operational com- 
bined uniform single report under the Securities 
Exchange Act of 1934. The amendments will re- 
vise the form so as to incorporate the Schedule of 
Segregation Requirements and Funds on Deposit 
in Segregation currently being used by the Com- 
modity Futures Trading Commission. 


DISCUSSION 


On December 17, 1975 the Commission adopted 
Form X-17A-5 (§ 249.617), the Financial and Op- 
erational Combined Uniform Single (“FOCUS”) 
Report, to become effective on January 1, 1976.' 
Part Il of Form X-17A-5 is a general purpose fi- 
nancial and operational report designed to obtain 
essential regulatory information on a quarterly 
basis and to develop financial statements in a for- 





1Securities Exchange Act Release No. 11935, De- 
cember 17, 1975; 40 FR 59706, December 30, 
1975. 


Part IIA is an abbreviated version of Part Il which 
is filed on a quarterly basis by brokers and dealers 
which neither clear transactions nor carry cus- 
tomer accounts. As these amendments were origi- 
nally proposed, Part IIA would also have been 
amended to incorporate the CFTC’s Schedule. 
However, since Part IIA is filed only by brokers 
and dealers which neither clear nor carry customer 
accounts, this additional information is unneces- 
sary. 
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mat consistent with generally accepted accounting 
principles. 


On September 1, 1978, the Commodity Futures 
Trading Commission (the “CFTC”) amended its 
rules pertaining to the minimum financial and re- 
lated reporting requirements imposed upon futures 
commission merchants.? Although the CFTC 
amendments apply only to futures commission 
merchants, about half of all commodity customer 
business in the futures industry is done by futures 
commission merchants that are also registered 
with the Commission as securities broker-dealers 
and are therefore subject to the FOCUS reporting 
requirements. Accordingly, the amendments 
adopted herein are designed to incorporate the 
Schedule of Segregation Requirements and Funds 
on Deposit in Segregation currently being used by 
the CFTC. 


This will enable brokers and dealers that are also 
futures commission merchants to satisfy the 
CFTC’s reporting requirements by filing the 





243 FR 39956 (September 8, 1978). 
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amended Part II° of the FOCUS Report on a 
quarterly basis, thereby eliminating the need to 
make burdensome duplicate reports. 


STATUTORY BASIS AND COMPETITIVE 
CONSIDERATIONS 


Pursuant to the Securities Exchange Act of 1934 
and particularly Sections 15(c)(3), 17 and 23 
thereof, 15 U.S.C. §§ 780(c)(3), 78q and 78w, the 
Commission hereby amends 17 CFR § 249.617 of 
Chapter Il of Title 17 of the Code of Federal Reg- 
ulations in the manner set forth below. The Com- 
mission believes that any burden imposed upon 
competition by the amendments is necessary and 
appropriate in furtherance of the purposes of the 
Act, and particularly to implement the Commis- 
sion’s continuing mandate under Section 15(c)(3) 
thereof, 15 U.S.C. § 780(c)(3), to provide minimum 
safeguards with respect to the financial responsi- 
bility of brokers and dealers. 





3The new Schedule will become page 10 of Part Il. 
The current page 10 will become page 11 of Part 
HI. 





§249.617 
TEXT OF SCHEDULE 


The Commission amends Part I! of Form X-17A-5, a financial and operational combined uniform single 
report under the Securities Exchange Act of 1934, by adding the following schedule. 


FINANCIAL AND OPERA. IONAL COMBINED UNIFORM SINGLE REPORT 


BROKER OR DEALER as of 





SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION 
CUSTOMERS’ REGULATED COMMODITY FUTURES ACCOUNTS** 


Segregation Requirements 
1. Net ledger balance 





b. Securities (at market) 

2. Net unrealized profit (loss) in open futures contracts 

3. Net equity (deficit) (Total of 1-plus or minus 2) 

4. Add: accounts liquidating to a deficit and accounts with debit balances with 
no open trades 

5. Amount required to be segregated (Total of 3 & 4) 

















Funds on Deposit in Segregation 
6. Deposited in segregated funds bank accounts: 








b. Securities representing investments of customers’ funds (at market) .... 
c. Securities held for customers in lieu of cash margins (at market) 
. Margins on deposit with clearing organizations of contract markets: 








**The term “customer” shall mean “customer” as defined in 17 CFR 
1.17(b)(2). 
b. Securities representing investments of customers’ funds (at market) .... 
c. Securities held for customers in lieu of cash margins (at market) 
. Settlement due from (to) contract market clearing organization 
. Net equities with other FCMs 
. Segregated funds on hand: 

















b. Securities representing investments of customers’ funds (at market) .... 
c. Securities held for customers in lieu of cash margins (at market) 

11. Total amount in segregation (Total of 6 through 10) 

12. Excess funds (insufficiency) in segregation (11 minus 5) 














By the Commission. 


George A. Fitzsimmons 
Secretary 


June 5, 1979. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15900/June 6, 1979 


NOTICE OF FILING OF PROPOSED RULE 
CHANGES BY THE MUNICIPAL SECURITIES 
RULEMAKING BOARD 


File No. SR-MSRB-79-4 


The Municipal Securities Rulemaking Board (the 
“MSRB”) submitted on May 24, 1979, proposed 
rule changes under Rule 19b-4 (17 CFR 
240.19b-4) to alter MSRB rules D-11, G-13, and 
G-19. Specifically, the proposed amendments 
would modify the definition of an associated per- 
son under rule D-11, reorder subsections of G-13 
without any textual change, and modify rule G-19 
with regard to recommendations in municipal se- 
curities. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
June 11, 1979. In order to assist the Commission 
to determine whether to approve the proposed rule 
changes or to institute proceedings to determine 
whether the proposed rule changes should be dis- 
approved, interested persons are invited to submit 
written data, views, and arguments concerning the 
submission within 21 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File No. SR-MSRB-79-4. 


Copies of the submission and all subsequent 
amendments, and copies of all written statements 
with respect to the proposed rule changes which 
are filed with the Commission and all written com- 
munications relating to the proposed rule changes 
between the Commission and any person, other 
than those which may be withheld from the public 
in accordance with the provisions of 5 U.S.C. 
§552, will be available for inspection and copying 
at the Securities and Exchange Commission's 
Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing and of any 
subsequent amendments will also be available at 
the principal office of the above-mentioned self- 
regulatory organization. 
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For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15901/June 6, 1979 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE MUNICIPAL SECURITIES 
RULEMAKING BOARD 


File No. SR-MSRB-79-5 


The Municipal Securities Rulemaking Board 
(“MSRB”) submitted on May 24, 1979, a proposed 
rule change under Rule 19b-4 to modify the 
MSRB’s interdealer uniform practice rule, MSRB 
rule G-12, by providing additional time for initiation 
of the verification procedures. The proposed rule 
change would provide that, in the event a contra- 
confirmation is not received, verification proce- 
dures may be initiated at any time between the 
fourth and eleventh business days following the 
trade date. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
June 11, 1979. In order to assist the Commission 
to determine whether to approve the proposed rule 
change or to institute proceedings to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File No. SR-MSRB-79-5. 


Copies of the submission and all subsequent 
amendments and copies of all written statements 
with respect to the proposed rule change which 
are filed with the Commission, and all written 





communications relating to the proposed rule 
change between the Commission and any person, 
other than those which may be withheld from the 
public in accordance with the provisions of 5 
U.S.C. §552, will be available for inspection and 
copying at the Commission's Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 
20549. 


Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory or- 
ganization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15902/June 6, 1979 


An order has been issued granting the application 
of the American Stock Exchange, Inc. to strike the 
following securities of FRIGITEMP CORP. from 
listing and registration thereon: Common Stock 
(par value 10¢) and 9% Convertible Subordinated 
Debentures, due May 31, 1991. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15903/June 6, 1979 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE BOSTON STOCK ExX- 
CHANGE CLEARING CORPORATION (File No. 
SR-BSECC-79-3) 


The Boston Stock Exchange Clearing Corporation 
(“BSECC”) submitted on April 9, 1979 a proposed 
rule change imposing a 2 cents per share charge 
on members of BSECC on trades made through 
the Intermarket Trading System, other than those 
executed on the Boston Stock Exchange (“BSE”) 
as a result of commitments to trade received at the 
BSE. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. 
At any time within sixty days of the filing of such 
proposed rule change, the Commission may sum- 
marily abrogate the rule change if it appears to the 
Commission that such action is necessary or ap- 
propriate in the public interest, for the protection of 
investors or otherwise in furtherance of the pur- 
poses of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
June 11, 1979. Interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within twenty-one days 
from the date of publication in the Federal Regis- 
ter. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-BSECC-79-3. 


Copies of the submission with accompanying 
exhibits, and of all written comments will be avail- 
able for public inspection at the Securities and Ex- 
change Commission’s Public Reference Room 
1100 L Street, N.W., Washington, D.C. Copies of 
the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory or- 
ganization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15904/June 7, 1979 


Admin. Proc. File No. 3-5756 
In the Matter of 
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DONALD F. HOYT 
4040 Sandy Creek 
Utica, Michigan 48087 


ORDER INSTITUTING PROCEEDINGS AND IM- 
POSING REMEDIAL SANCTIONS 


The Commission deems it necessary that public 
proceedings pursuant to Sections 15(b) and 19(h) 
of the Securities Exchange Act of 1934 be insti- 
tuted against Donald F. Hoyt, a person formerly 
associated with a registered broker-dealer. 


In anticipation of this administrative proceeding, 
Donald F. Hoyt (“Hoyt”) has submitted an offer of 
settlement which the Commission has determined 
to accept. Solely for the purpose of these pro- 
ceedings and any other proceedings pursuant to 
specified sections of the Securities Exchange Act 
of 1934, the Securities Act of 1933, the Investment 
Advisers Act of 1940, the Investment Company Act 
of 1940, and the Securities Investor Protection Act 
of 1970, Hoyt consents to the findings and sanc- 
tion set forth below. 


Accordingly, IT |S ORDERED that proceedings 
pursuant to Sections 15(b) and 19(h) of the Secu- 
rities Exchange Act of 1934 be, and they hereby 
are, instituted. On the basis of the offer of settle- 
ment, it is found that: 


On May 1, 1979, Donald F. Hoyt was convicted in 
the United States District Court for the Eastern 
District of Michigan, Southern Division, of embez- 
zlement and misapplication of funds from a feder- 
ally insured credit union, in violation of 18 United 
States Code, Section 657; and securities fraud, in 
violation of 15 United States Code, Sections 78j(b) 
and 78ff(a) (United States v. Hoyt, Crim. 8-80112 
(E.D. Michigan)). 


In view of the foregoing, it is in the public interest 
to impose the sanction specified in the offer of set- 
tlement. 


Accordingly, IT |S ORDERED that Donald F. Hoyt 
be, and he hereby is, barred from being as- 
sociated with any broker, dealer, investment com- 
pany or investment adviser, effective at the open- 
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ing of business on the second Monday after the 
date of this order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SERVICE LIST 


Rule 23 of the Commission's Rules of Practice 
provides that all amendments to moving papers, 
all answers, all motions or applications made in 
the course of a proceeding (unless made orally 
during a hearing), all proposed findings and con- 
clusions, all petitions for review of any initial deci- 
sion, and all briefs shall be filed with the Commis- 
sion and shall be served upon all other parties to 
the proceeding including the interested division of 
the Commission. 


The attached Order Instituting Proceedings and 
Imposing Remedial Sanctions sent to the following 
parties: 


SECURITIES AND EXCHANGE COMMISSION 
Division of Enforcement 
500 North Capitol Street 
Washington, D.C. 20549 


CHICAGO REGIONAL OFFICE 

Everett McKinley Dirksen Bidg. 

219 South Dearborn Street, Room 1204 
Chicago, Illinois 60604 


SECURITIES AND EXCHANGE COMMISSION 
Detroit Branch Office 

1044 Federal Building 

Detroit, Michigan 48226 


Mr. Donald F. Hoyt 
4040 Sandy Creek 
Utica, Michigan 48087 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21072/June 1, 1979 


In the Matter of 


CONNECTICUT YANKEE ATOMIC POWER 
COMPANY 

P.O. Box 270 

Hartford, Connecticut 06101 


(70-6166) 


NOTICE OF POST-EFFECTIVE AMENDMENT 
REGARDING ISSUANCE AND SALE OF 
SHORT-TERM NOTES TO BANKS AND A 
DEALER IN COMMERCIAL PAPER AND EXCEP- 
TION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Connecticut 
Yankee Atomic Power Company (“Connecticut 
Yankee”), an electric utility subsidiary company of 
Northeast Utilities and New England Electric Sys- 
tem, both of which are registered holding com- 
panies, has filed with this Commission a post- 
effective amendment to the declaration in this pro- 
ceeding pursuant to Sections 6(a) and 7 of the 
Public Utility Holding Company Act of 1935 (‘‘Act’’) 
and Rule 50(a)(5) promulgated thereunder re- 
garding the following proposed transactions. All 
interested persons are referred to the declaration, 
which is summarized below, for a complete state- 
ment of the proposed transactions. 


By order in this proceeding dated June 28, 1978 
(HCAR No. 20607), Connecticut Yankee was au- 
thorized, during the period ending June 30, 1979, 
to issue and sell short-term notes to banks and 
commercial paper to a commercial paper dealer in 
an aggregate amount at any time outstanding not 
to exceed $30,000,000. The notes and commercial 
paper were to be issued and renewed from time to 
time as funds were required prior to June 30, 
1979, provided no such notes or commercial paper 
would mature after March 31, 1981. 


Connecticut Yankee now proposes to (a) extend 
the period for the short-term borrowings to June 


30, 1980, (b) provide for the latest maturity for the 
borrowings to be March 31, 1981, and (c) revise 
the list of banks which will participate in the Com- 
pany’s short-term borrowing program. The aggre- 
gate amount of short-term borrowings to be out- 
standing at any one time, whether issued to banks 
or to a dealer in commercial paper, will not exceed 
$30,000,000. 


As of March 31, 1979, Connecticut Yankee’s out- 
standing short-term debt was $17,525,000, all of 
which was represented by commercial paper. The 
short-term debt at June 30, 1979, is estimated to 
be $13,000,000. It is stated that the funds to be 
derived from the issuance and sale of the bank 
notes and commercial paper will be applied by the 
company (i) to repay $13,000,000 of commercial 
paper outstanding at June 30, 1979, (ii) to provide 
funds for construction, and (iii) to provide a portion 
of the funds required for the purchase of additional 
nuclear fuel through June 30, 1980. The com- 
pany’s estimated construction and nuclear fuel 
programs for 1979 are $8,900,000 and 
$25,000,000, respectively, and for 1980 are 
$16,000,000 and $18,700,000, respectively. 


The bank notes to be issued by Connecticut Yan- 
kee will each be dated the date of issue, will have 
maximum maturity dates of nine months, and will 
bear interest at the prime rate. The bank notes will 
be issued no later than June 30, 1980, and will be 
subject to prepayment at any time at the com- 
pany’s option without premium. Connecticut Yan- 
kee proposes to make such borrowings from The 
Chase Manhattan Bank, New York, N.Y., and 
Bankers Trust Company, New York, N.Y., in a 
maximum principal amount at any one time out- 
standing from each bank of $15,000,000 and 
$5,000,000, respectively. Compensating balance 
requirements will be 5% of the credit line plus 15% 
on any funds borrowed. Connecticut Yankee cal- 
culates that the effective cost of such borrowings 
will be 14.69% per annum based on a prime inter- 
est rate of 11-%4% . No closing costs are required 
in connection with the proposed bank borrowings. 


The commercial paper will be issued in the form of 
short-term promissory notes in denominations of 
not less than $50,000 and not more than 
$1,000,000, of varying maturities, with no maturity 
more than 270 days after the date of issue, and 
will not be repayable prior to maturity. The com- 
mercial paper will be sold directly to a commercial 
paper dealer at the discount rate per annum pre- 
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vailing at the date of issuance for commercial 
paper of comparable quality and of the particular 
maturity. No commercial paper shall be issued 
having a maturity of more than 90 days at an ef- 
fective interest cost to the company in excess of 
the effective bank interest rate at which the com- 
pany could obtain loans from banks in an amount 
at least equal to the principal amount of such 
commercial paper. No commission or fee will be 
payable in connection with the issuance and sale 
of the commercial paper. The purchasing dealer, 
as principal, will reoffer the commercial paper to 
institutional investors at a discount of not more 
than Ye of 1% per annum less than the prevailing 
discount rate to Connecticut Yankee. 


The commercial paper will be reoffered to not 
more than 200 identified and designated custom- 
ers in a list (nonpublic) prepared for Connecticut 
Yankee in advance by the purchasing dealer. No 
additions will be made to this customer list. It is 
anticipated that the commercial paper will be held 
by customers to maturity, but if such customers 
desire to resell prior to maturity, the purchasing 
dealer, pursuant to a verbal repurchase agree- 
ment, will repurchase the commercial paper and 
reoffer the same to others in the group of 200 
customers. 


Expenses to be incurred in connection with the 
proposed transactions are estimated at $500. It is 
stated that no state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Connecticut Yankee has requested that the is- 
suance and sale of commercial paper be excepted 
from the competitive bidding requirements of Rule 
50 pursuant to paragraph (a)(5)(B) thereof on the 
ground that it is not practicable to invite competi- 
tive bids for commercial paper and that current 
rates for commercial paper of prime borrowers 
such as Connecticut Yankee are published daily in 
financial publications. Connecticut Yankee has 
also requested that time for filing certificates of 
notification pursuant to Rule 24 be extended to 
allow for filing on a quarterly basis. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 26, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
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by the post-effective amendment which he desires 
to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be 
served personally or by mail upon the declarant at 
the above-stated address and proof of service (by 
affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time 
after said date, the declaration, as now amended 
or as it may be further amended, may be permitted 
to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as 
it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is or- 
dered will receive any notices or orders issued in 
this matter, including the date of the hearing (if or- 
dered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21073/June 1, 1979 


In the Matter of 

LOUISIANA POWER & LIGHT COMPANY 

142 Delaronde Street 

New Orleans, Louisiana 70174 

(70-6225) 

NOTICE OF POST-EFFECTIVE AMENDMENT 
REGARDING INCREASE OF SHORT-TERM 
BORROWINGS 


NOTICE IS HEREBY GIVEN that Louisiana Power 
and Light Company (‘Louisiana’), a wholly-owned 





subsidiary of Middle South Utilities, Inc., a regis- 
tered holding company, has filed with this Com- 
mission a first post-effective amendment to the 
declaration in this proceeding pursuant to Sections 
6(a) and 7 of the Public Utility Holding Company 
Act of 1935 (“Act’’) regarding the following pro- 
posed transactions. All interested persons are re- 
ferred to the amended declaration, which is sum- 
marized below, for a complete statement of the 
proposed transactions. 


By orders in this proceeding dated December 15, 
1978 and January 5, 1979 (HCAR Nos. 20832 and 
20873), Louisiana was authorized to issue and 
sell, from time to time until December 31, 1979, 
notes to banks and commercial paper to a dealer 
in an aggregate principal amount of all such bor- 
rowings at any one time outstanding not exceeding 
$120,000,000, the presently effective loan com- 
mitments from such banks terminating on De- 
cember 31, 1979, with loans thereunder maturing 
not later than December 31, 1979, and proposing 
further that no bank loans under any extensions or 
renewals of such loan commitments and no sales 
of Louisiana’s commercial paper would be made 
after June 30, 1980 or having a maturity date after 
June 30, 1980 without further authorization from 
the Commission on the basis of a further filing by 
Louisiana. As of May 18, 1979, the aggregate 
principal amount of short-term borrowings by 
means of bank loans and the sale of its commer- 
cial paper which Louisiana has outstanding, as 
authorized by this proceeding, is $93,007,500. 


Louisiana now proposes that the maximum aggre- 
gate principal amount of all such borrowings that it 
is permitted to have outstanding at any one time 
through December 31, 1979, be increased to 
$130,000,000; and in such connection it has ob- 
tained from a new and additional participant, Jef- 
ferson Bank and Trust Company, Metairie, 
Louisiana, a loan commitment terminating on and 
providing for loan maturities not later than De- 
cember 31, 1979, under which the maximum prin- 
cipal amount at any one time outstanding which 
may be borrowed by Louisiana from such new 
participant during such period is $1,000,000, and 
has obtained increases in the presently effective 
loan commitments from three of the presently par- 
ticipating banks, whereby the respective maximum 
principal amounts at any one time outstanding 
which may be borrowed by Louisiana from these 
three banks has been increased as follows: The 
Chase Manhattan Bank, increased from 


$54,000,000 to $59,000,000, Irving Trust Com- 
pany, increased from $12,000,000 to $15,000,000, 
and Manufacturers Hanover Trust Company, in- 
creased from $9,000,000 to $10,000,000. 


All of the other statements previously set forth in 
the amended declaration in this proceeding with 
respect to the Louisiana banks and the loans to be 
made therefrom and the non-Louisiana banks and 
the loans to be made therefrom, remain un- 
changed and apply, respectively, to the Louisiana 
bank and to the three non-Louisiana banks men- 
tioned above. 


Louisiana’s construction program contemplates 
expenditures of approximately $268,600,000 in 
1979. Louisiana estimates that it will require ap- 
proximately $145,000,000 of additional funds from 
external sources in order to finance the balance of 
this 1979 construction program. As part of its 
financing program, Louisiana is presently con- 
templating the sale in July of 1979 of not to exceed 
$60,000,000 in aggregate par values of preferred 
stock. However, in the event that this preferred 
stock sale is not effected and completed before 
the end of July, Louisiana believes that it will be- 
come necessary for it to make and have out- 
standing by or before the end of July 1979 short 
term borrowings of the nature aforesaid aggregat- 
ing more than the $120,000,000 principal amount 
presently authorized in this proceeding. 


It is stated that no special or separate expenses 
are anticipated in connection with the proposed 
transactions and that no state commission and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 29, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by the post-effective amendment which he desires 
to controvert; or he may request that he be notified 
in the Commission should order a hearing thereon, 
Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be 
served personally or by mail upon the declarant at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time 
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after said date, the declaration, as amended or as 
it may be further amended, may be permitted to 
become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as 
it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is or- 
dered will receive any notices or orders issued in 
this matter, including the date of the hearing (if or- 
dered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21074/June 1, 1979 


In the Matter of 


NORTHEAST UTILITIES 

WESTERN MASSACHUSETTS ELECTRIC 
COMPANY 

174 Brush Hill Avenue 

West Springfield, Massachusetts 01089 


THE CONNECTICUT LIGHT AND POWER 
COMPANY 

THE HARTFORD ELECTRIC LIGHT COMPANY 
Selden Street 

Berlin, Connecticut 06037 


HOLYOKE WATER POWER COMPANY 
One Canal Street 
Holyoke, Massachusetts 


(70-6167) 


NOTICE OF POST-EFFECTIVE AMENDMENT 
REGARDING ISSUANCE AND SALE OF 
SHORT-TERM NOTES TO BANKS AND COM- 
MERCIAL PAPER TO DEALER, EXCEPTION 
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FROM COMPETITIVE BIDDING, AND CAPITAL 
CONTRIBUTIONS AND OPEN ACCOUNT AD- 
VANCES BY HOLDING COMPANY TO SUB- 
SIDIARIES 


NOTICE IS HEREBY GIVEN that Northeast 
Utilities (“NU”), a registered holding company, and 
The Connecticut Light and Power Company 
(“CL&P”), The Hartford Electric Light Company 
(“‘HELCO”’), Western Massachusetts Electric 
Company (“WMECO”), and Holyoke Water Power 
Company (“HWP”), public-utility subsidiary com- 
panies of NU, have filed with this Commission a 
post-effective amendment to the declaration in this 
proceeding pursuant to Section 6(a), 7, and 12(b) 
of the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 45 and 50(a)(5) promulgated 
thereunder regarding the following proposed 
transactions. All interested persons are referred to 
the amended declaration, which is summarized 
below, for a complete statement of the proposed 
transactions. 


By order in this proceeding dated June 26, 1978 
(HCAR No. 20601), the declarants were au- 
thorized, during the period ending June 30, 1979, 
to issue and sell short-term notes to banks and 
commerical paper to a commercial paper dealer in 
aggregate amounts outstanding at any one time 
not to exceed $15,000,000 in the case of NU, and 
in the cases of CL&P, HELCO, WMECO, and 
HWP, $150,000,000, $35,000,000, $40,000,000, 
and $6,000,000, respectively. The notes and 
commercial paper were to be issued and renewed 
from time to time as funds were required prior to 
June 30, 1979, provided no such notes or com- 
mercial paper would mature after March 31, 1980. 


It is now proposed (a) to extend the period for the 
short-term borrowings to June 30, 1980, (b) to 
provide for the latest maturity date for the borrow- 
ings to be March 31, 1981, and (c) to revise the 
maximum amount of bank notes and commercial 
paper outstanding at any one time to $20,000,000 
in the case of NU and $150,000,000, $70,000,000, 
$55,000,000, and $6,000,000, respectively, in the 
case of CL&P, HELCO, WMECO, and HWP. 
CL&P, HELCO, and WMECO each have authori- 
zation from the holders of their respective pre- 
ferred shares to issue securities representing un- 
secured indebtedness up to a maximum of 20% of 
their respective capitalizations not later than 
March 31, 1984, in the case of CL&P and HELCO 
and February 10, 1984, in the case of WMECO. 





The outstanding short-term debt of the applicants 
as of March 31, 1979, the amount anticipated to be 
outstanding as of June 30, 1979, and the 


maximum aggregate amount of such short-term 
borrowings to be outstanding at any one time at or 
prior to June 30, 1980, are as follows: 


(In thousands) 


Commercial 
Bank Notes 
(3/31/79) 


Paper 
(3/31/79) 


Total 
(3/31/79) 


Proposed Maximum 
Outstanding at 
Any One Time 
7/1/79-6/30/80 


Anticipated 
6/30/79 





NU $ 0 $ 0 $ 

CL&P 18,950 500 

HELCO 5,000 0 
14,250 

HWP 0 0 


The notes issued to banks by the declarants will 
each be dated the date of issue, will have 
maximum maturity dates of nine months with right 
of renewal, will bear interest at the prime rate or at 
the prime rate plus a fraction thereof, will be is- 
sued no late than June 30, 1980, and will be sub- 
ject to prepayment at any time at the applicant's 
option without premium. The companies have 
credit lines with a number of banks subject in 
some cases to commitment fees and/or compen- 
sating balance requirements. The bank credit lines 
expire at various times in 1979 and 1980 and their 
continued availability is subject to continuing re- 
view by the banks involved. The effective rate of 
interest on the bank note ranges from 13.18% to 
14.69% per annum, assuming a prime rate of 
11-%4%. 


Commercial paper will be issued by the declarants 
in the form of short-term promissory notes in de- 
nominations of not less than $50,000 and not more 
than $1,000,000, of varying maturities, with no 
maturity more than 270 days after the date of 
issue, and will not be repayable prior to maturity. 
The commercial paper will be sold directly to a 
dealer in commercial paper at the discount rate 
per annum prevailing at the date of issuance for 
commercial paper of comparable quality and of the 
particular maturity. No commercial paper shall be 
issued having a maturity of more than 90 days at 
an effective interest cost to the declarant in excess 
of the effective bank interest rate at which the 
company could obtain loans from banks in an 
amount at least equal to the principal amount of 
such commercial paper. No commission or fee will 
be payable in connection with the issuance and 
sale of the commercial paper. The purchasing 


19,450 
5,000 
14,850 





0 $ 1,000 
55,000 
23,000 
32,000 
0 1,000 


$ 20,000 
150,000 
70,000 
55,000 
6,000 


dealer, as principal, will reoffer the commercial 
paper to institutional investors at a discount of not 
more than Ye of 1% per annum less than the pre- 
vailing discount rate to the applicant. 


The commercial paper will be reoffered to not 
more than 200 identified and designated custom- 
ers in a list (nonpublic) prepared for each applicant 
in advance by the purchasing dealer. No additions 
will be made to this customer list. It is anticipated 
that the commercial paper will be held by custom- 
ers to maturity, but if such customers desire to re- 
sell prior to maturity, the purchasing dealer, pur- 
suant to a verbal repurchase agreement, will re- 
purchase the commercial paper and reoffer the 
same to others in the group of 200 customers. 


The new funds to be derived by NU from the is- 
suance and sale of the bank notes and the com- 
mercial paper will be applied during the period 
from July 1, 1979, to June 30, 1980, (1) to make a 
capital contribution and/or open account advances 
to WMECO and HWP in an amount not to exceed 
$10,000,000 and $3,000,000, respectively, (2) to 
make open account advances to The Quinnehtuk 
Company, a wholly-owned subsidiary of NU, in an 
amount not to exceed in the aggregate 
$1,000,000, and (3) to supply funds as needed to 
other subsidiary companies as heretofore or 
hereafter authorized by this Commission. All cap- 
ital contributions to subsidiaries will be credited to 
their capital surplus accounts. The funds to be de- 
rived by CL&P, HELCO, WMECO, and HWP from 
the issuance and sale of the bank notes and the 
commercial paper will be applied, together with 
other funds available to these companies, to fi- 
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nance their respective 1979 and 1980 construction 
and nuclear fuel programs. 


Declarants request exception from the competitive 
bidding requirements of Rule 50 for the proposed 
issue and sale of the commercial paper pursuant 
to paragraph (a)(5) thereof on the grounds that it is 
not practicable to invite competitive bids for com- 
mercial paper and that current rates for commer- 
cial paper for borrowers such as declarants are 
published daily in financial publications. Declar- 
ants also request authority to file certificates of 
notification under Rule 24 with respect to the is- 
suance and sale of commercial paper within 30 
days after the end of each calendar quarter. 


It is stated that no state or federal commission, 
other than this Commission, has jurisdiction over 
the proposed transactions. There are no fees or 
expenses, other than the filing fee paid to this 
Commission, to be incurred in connection with the 
proposed transactions except charges for inci- 
dental services estimated at $500 in the case of 
each declarant to be performed at cost by North- 
east Utilities Service Company, the system service 
company. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 26, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by the post-effective amendment which he desires 
to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be 
served personally or by mail upon the declarants 
at the above-stated addresses, and proof of serv- 
ice (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the declaration, as now 
amended or as it may be further amended, may be 
permitted to become effective as provided in Rule 
23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as 
it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is or- 
dered will receive any notices or orders issued in 
this matter, including the date of the hearing (if or- 
dered) and any postponements thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21075/June 1, 1979 


In the Matter of 


WESTERN MASSACHUSETTS ELECTRIC 
COMPANY 

174 Brush Hill Avenue 

West Springfield, Massachusetts 01089 


(70-5912) 


NOTICE OF POST-EFFECTIVE AMENDMENT 
REGARDING THE ISSUANCE AND SALE OF 
UNSECURED PROMISSORY NOTES TO BANKS 


NOTICE IS HEREBY GIVEN that Western Mas- 
sachusetts Electric Company (‘‘WMECO’”), an 
electric utility subsidiary company of Northeast 
Utilities, a registered holding company, has filed 
with this Commission a post-effective amendment 
to the application-declaration in this proceeding 
pursuant to Section 6(b) of the Public Utility Hold- 
ing Company Act of 1935 (‘Act’) regarding the 
following proposed transactions. All interested 
persons are referred to the amended application- 
declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


By order in this proceeding dated November 9, 
1976 (HCAR No. 19750), WMECO was authorized 
to issue and sell its unsecured promissory notes 
equally to Chemical Bank and Citibank, N.A. in the 
aggregate principal amount of $20,000,000, 
maturing in four equal semiannual installments 
commencing in 1980, the final installment being 
payable November 10, 1981, and bearing interest 
at a rate per annum of (i) 118% of the prevailing 
prime rate of Chemical Bank during the first year, 
(ii) 120% of the prime rate during the second year, 





(iii) 122% of the prime rate during the third year 
and (iv) 124% of the prime rate thereafter. Sub- 
sequently, the interest rate was changed to 114% 
of the prime rate effective one year from the date 
of the notes and continuing thereafter. The pro- 
ceeds of the notes were used to repay a portion of 
WMECO's short-term borrowings outstanding at 
that time. 


In view of current high interest rates and dividend 
rates on mortgage bonds and preferred stock, 
WMECO has negotiated and requests authoriza- 
tion of an amendment to its bank loan agreement 
to provide for (i) an extension of the maturity of the 
notes to March 30, 1984, (ii) elimination of the in- 
stallment pay back, (iii) changing the interest rate 
to 105% of the prime rate effective April 1, 1979, 
and (iv) substitution of new notes to the banks to 
reflect the changes in terms. 


WMECO’s short-term borrowings were 
$14,650,000 at February 28, 1979, and are esti- 
mated to be about $40,000,000 at December 31, 
1979. The company’s construction and nuclear 
fuel program is expected to total about 
$41,500,000 in 1979. WMECO states that it will 
require additional long-term financing (first 
mortgage bonds and/or preferred stock) in 1980. 


It is stated that the amendment to the bank loan 
agreement will require the approval of the Depart- 
ment of Public Utilities of the Commonwealth of 
Massachusetts and of the Connecticut Division of 
Public Utility Control. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 25, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by said post-effective amendment to the 
application-declaration which he desires to con- 
trovert; or he may request that he be notified 
should the Commission order a hearing thereon. 
Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be 
served personally or by mail upon the applicant- 
declarant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. 
At any time after said date, the application- 
declaration, as now amended or as it may be fur- 


ther amended, may be granted and permitted to 
become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as 
it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is or- 
dered will receive any notices and orders issued in 
this matter, including the date of the hearing (if or- 
dered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21076/June 1, 1979 


In the Matter of 


NORTHEAST UTILITIES 
West Springfield, Massachusetts 


NORTHEAST UTILITIES SERVICE COMPANY 
THE CONNECTICUT LIGHT AND POWER 
COMPANY 

THE HARTFORD ELECTRIC LIGHT COMPANY 
WESTERN MASSACHUSETTS ELECTRIC 
COMPANY 

HOLYOKE WATER POWER COMPANY 


(37-65) 


SUPPLEMENTAL ORDER REGARDING AN EX- 
TENSION UNTIL DECEMBER 31, 1979, OF THE 
AUTHORIZATION OF THE SYSTEM SERVICE 
COMPANY ’S $3,000,000 OF BANK NOTES 


Northeast Utilities (‘Northeast’), a registered 
holding company, and its above-named subsidiary 
companies have filed with this Commission a 
post-effective amendment to application- 
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declaration in this proceeding pursuant to Sections 
6(a), 7, and 13(b) of the Public Utility Holding 
Company Act of 1935 (‘Act’) regarding the fol- 
lowing transactions. 


By order in this proceeding dated July 30, 1969 
(HCAR No. 16437), Northeast Utilities Service 
Company (‘Service Company”) was authorized to 
purchase and inventory all materials and supplies 
for the central warehouse for its own account as a 
wholesaler and subsequently resell and deliver 
such supplies and materials to the four associate 
operating companies, when requested by them at 
Service Company's actual costs. To carry out this 
program Service Company was authorized to 
issue and sell 40-year notes (“Notes”) to North- 
east and Northeast was authorized to acquire such 
notes. By further orders dated June 1, 1973, May 
28, 1976, and June 28, 1977 (HCAR Nos. 17976, 
19547, and 20094), Service Company was au- 
thorized to change its method of financing the 
central warehouse inventory by borrowing the 
funds up to $3,000,000 from a bank pursuant to a 
loan agreement, such borrowings to continue to 
June 1, 1979. 


It is now proposed that Service Company continue 
the bank borrowings not to exceed $3,000,000 in 
the aggregate, as previously authorized, to De- 
cember 31, 1979. The post-effective amendment 
states that, with the adoption by the Commission 
of the new Uniform System of Accounts for Mutual 
and Subsidiary Service Companies on February 2, 
1979 (HCAR No. 20910), Service Company will no 
longer be permitted, after January 1, 1980, to pur- 
chase the central warehouse inventory for its own 
account and that, during the period from June 1, 
1979, to December 31, 1979, the Northeast sys- 
tem companies will revise the method of financing 
the central warehouse inventory in order to con- 
form to the new System of Accounts. On De- 
cember 31, 1979, the inventory will be sold to The 
Connecticut Light and Power Company at cost and 
the bank borrowings will be repaid. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction over 
the proposed transactions. 


Due notice of the filing of said post-effective 
amendment to the application-declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21028), 
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and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that 
said application-declaration, as amended by said 
post-effective amendment, be granted and per- 
mitted to become effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sons of the Act and rules thereunder, that said 
application-declaration, as amended by said 
post-effective amendment, be, and it hereby is, 
granted and permitted to become effective forth- 
with, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 21077/June 1, 1979 


In the Matter of 


NORTHERN STATES POWER COMPANY 
414 Nicollet Mall 
Minneapolis, Minnesota 55401 


Administrative Proceeding File No. 3-5749 


(70-6111) 
(31-606) 


NOTICE OF AND ORDER FOR HEARING RE- 
GARDING ACQUISITION BY EXEMPT HOLDING 
COMPANY OF COMMON STOCK OF NONAS- 
SOCIATE COMPANY 


On January 19, 1978, Northern States Power 
Company (“Northern States”’), filed an application 





with this Commission pursuant to Section 10 of the 
Public Utility Holding Company Act of 1935 (‘‘Act”’) 
regarding a proposed offer to exchange shares of 
its common stock for the outstanding shares of the 
common stock of Lake Superior District Power 
Company (‘‘Lake Superior’), a nonassociate 
public-utility company. 


Northern States, a Minnesota corporation, is a util- 
ity company and also a holding company. Northern 
States is presently an exempt holding company 
pursuant to an order of this Commission under 
Section 3(a)(2) of the Act. /n the Matter of North- 
ern States Power Company, 36 S.E.C. 1 (1954). 


Northern States is engaged predominantly in the 
generation, transmission, distribution and sale of 
electricity in the states of Minnesota, North Dakota 
and South Dakota and in the distribution and sale 
at retail of natural gas in the states of Minnesota 
and North Dakota. Its wholly-owned subsidiary 
which is incorporated in the state of Wisconsin and 
which has the same name as the parent, Northern 
States Power Company (‘Northern States Wis- 
consin’), provides similar utility services in the 
state of Wisconsin. In addition Northern States has 
two wholly-owned nonutility subsidiaries, Cormor- 
ant Corporation, a Montana corporation, which 
holds interests in fuel resources, and United 
Power and Land Company, a Minnesota corpora- 
tion, which holds nonutility properties of a rela- 
tively nominal value. Together, Northern States 
and Northern States Wisconsin furnish electric 
service in a 40,000 square mile service area to 
approximately 990,000 customers in 631 com- 
munities, and gas service to 248,000 customers in 
78 communities located in the same general terri- 
tory. Their consolidated assets at December 31, 
1978, were $2.4 billion and utility revenues were 
$980 million. 


Lake Superior, a Wisconsin corporation, is en- 
gaged primarily in the generation, transmission, 
distribution and sale of electric energy and in the 
distribution and sale at retail of natural gas in 
northern Wisconsin and the Upper Peninsula of 
Michigan. Lake Superior serves a territory with a 
population of about 125,000 in an 8,600 square 
mile area. It furnishes electric service to 37,000 
customers in 15 counties in Wisconsin and Michi- 
gan, gas service to about 8,000 customers in 22 
communities in the same area, and water service 
in one community in Wisconsin. Its assets at De- 


cember 31, 1978, were $54.4 million and revenues 
were $31.6 million. 


Lake Superior and Northern States, along with 21 
other electric utilities, including two public power 
districts, eight cooperatives and one federal sys- 
tem are parties to the Mid-Continent Area Power 
Pool Agreement (““MAPP Agreement”). Parties to 
the MAPP Agreement may exchange power and 
energy for various purposes, including improved 
operations, emergency and economy. The MAPP 
Agreement was filed with the Federal Power 
Commission, now the Federal Energy Regulatory 
Commission, in July, 1972. 


At the present time, Lake Superior’s major source 
of bulk electric power supply, in addition to its own 
generation facilities, is Minnesota Power and Light 
Company, under an agreement with expires in 
November 1980. Lake Superior is contemplating 
the construction of transmission facilities for addi- 
tional interconnections with major bulk transmis- 
sion facilities in northern and central Wisconsin. 
Lake Superior also has plans to participate in cer- 
tain jointly-owned generation units. One such un- 
dertaking involves the agreement dated June 30, 
1977, as subsequently amended, (the ‘Tyrone 
Agreement’) between Lake Superior, Northern 
States Wisconsin, Cooperative Power Association 
(“CPA”), a Minnesota corporation, and Dairyland 
Power Cooperative, a Wisconsin corporation with 
a service area which includes portions of Illinois, 
(collectively, the “Tyrone Participants”) to con- 
struct a jointly-owned 1100 MW nuclear power 
plant (the “Tyrone Project”) in Dunn County, Wis- 
consin. The Tyrone Agreement provides, among 
other things, for the joint ownership, licensing, 
construction and operation of the Tyrone Project. 
On June 14, 1978, the Tyrone Participants filed an 
application with the Public Service Commission of 
Wisconsin (“Wisconsin Commission’) seeking a 
certificate of convenience and necessity to com- 
mence construction of the Tyrone Project. On 
March 6, 1979, the Wisconsin Commission issued 
an order denying the application, finding that ap- 
plicants failed to show the need for the facility. On 
April 5, 1979, the Tyrone Participants filed an ap- 
peal of this order in the Eau Claire County Circuit 
Court. That appeal is still pending. 


Northern States and Lake Superior have entered 
into an agreement dated December 29, 1977, (the 
“Acquisition Agreement’) which provides for an 
offer to exchange 0.48 shares of Northern States 
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common stock, for each share of Lake Superior 
common stock. Under the terms of the Acquisition 
Agreement, the exchange offer will be made dur- 
ing an initial period of approximately 30 days, 
subject to extension by Northern States for an ad- 
ditional period or periods. Northern States will not 
extend the exchange offer beyond 60 days from 
the initial date without approval of the Commis- 
sion. The deposits of shares of Lake Superior 
Common Stock will be irrevocable during the initial 
period and any authorized extension or extensions 
thereof. Northern States will declare the exchange 
offer effective when shares of Lake Superior 
Common Stock equal to 80% of all of the voting 
securities of all Lake Superior stock outstanding 
are tendered prior to the expiration of the offer 
period and if all other conditions of the proposed 
exchange have been met. The offer is also subject 
to other conditions, among them, a favorable tax 
ruling and all necessary regulatory approvals. 


Northern States recognizes that if it does not ac- 
quire all of the outstanding common stock of Lake 
Superior the resulting publicly-held minority inter- 
est in such stock will create an unduly or unneces- 
sarily complicated corporate structure or an in- 
equitable distribution of voting power, contrary to 
the standards of Section 11(b)(2) of the Act. If less 
than all shares of Lake Superior common stock are 
acquired pursuant to the exchange offer, Northern 
States will register with the Commission in accord- 
ance with Section 5(a) of the Act for the limited 
purpose of promptly submitting a plan to eliminate 
the minority publicly-held shares of Lake Superior 
common stock. 


Northern States represents that it intends to oper- 
ate Lake Superior as a separate unit, and that its 
present intention is to retain all personnel currently 
employed by Lake Superior. Northern States ex- 
pects that substantially all officers and all but one 
of the directors of Lake Superior will remain in 
their current positions. The application states that 
the acquisition of Lake Superior will permit im- 
proved coordination of planning, construction, op- 
eration and maintenance of electric facilities and a 
reduction in administrative costs associated with 
generation and transmission facilities. 


The proposed acquisition of Lake Superior was 
duly noticed on May 1, 1978, (HCAR No. 20527). 
In response to the notice of filing, a joint request 
for hearing was filed by Citizens for Tomorrow, Inc. 
(“Citizens”) and Northern Thunder, Inc. (‘“Thun- 
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der’), nonprofit Wisconsin corporations organized 
for the purposes of protecting the environment and 
opposing construction of the Tyrone Project. Sub- 
sequent to the expiration of the comment period 
specified in the notice, Badger Safe Energy Al- 
liance, Inc. (‘Badger’) filed its “intervention” in the 
joint request for hearing previously filed by Citi- 
zens and Thunder. Badger is also a nonprofit Wis- 
consin corporation organized for the purposes of 
protecting the environment, promoting safe alter- 
natives to nuclear energy, opposing construction 
of Tyrone and the high voltage transmission lines 
associated therewith and opposing radioactive 
waste storage facilities. Among the members of 
Thunder and Badger are stockholders of Northern 
States and Lake Superior and consumers of Lake 
Superior, Northern States and Northern States 
Wisconsin. 


Citizens, Thunder and Badger (‘Petitioners’) re- 
quest that Northern States’ application to acquire 
the common stock of Lake Superior be denied and 
that Northern States’ exemption under Section 
3(a)(2) of the Act be terminated regardless of 
whether we approve or disapprove the proposed 
acquisition. In opposing the proposed acquisition, 
Petitioners allege failure to comply with the re- 
quirements of Section 10 of the Act stating, among 
other things, that the acquisition would tend to- 
ward interlocking relations and concentration of 
control of public utility companies; would unduly 
complicate the holding company system and would 
be detrimental to the interests of investors and 
consumers and to the proper functioning of the 
system; would not be based upon a reasonable or 
fair consideration; would tend toward the uneco- 
nomical and inefficient over extension of the sys- 
tem; and would not comply with applicable state 
law. Petitioners also assert that the proposed ac- 
quisition will tend to reduce competition in bulk 
electric power supply to several small privately- 
owned utilities in northwest Wisconsin and several 
municipally-owned utilities in northwest Wisconsin 
and the Upper Peninsula of Michigan, and that the 
acquisition will have other anticompetitive effects 
and will violate the Sherman and Clayton Acts. In 
addition, Petitioners allege that the application 
before us cannot be approved without the prep- 
aration by the Commission of an Environmental 
Impact Statement (“EIS”). 


In objecting to Northern States’ exemption, 
Petitioners state that upon acquisition of Lake 
Superior, Northern States will no longer meet the 





requirements for exemption under Section 3(a)(2) 
because the Northern States system would extend 
into Michigan, a state which is not, contiguous to 
Minnesota, the State in which Northern States is 
incorporated; and because the system would be- 
come more complex and far-flung, less econom- 
ically sound and less susceptible to effective state 
regulation. They conclude the exemption would no 
longer be in the interests of the public, investors or 
consumers. They contend that even if the pro- 
posed acquisition is not approved, Northern 
States’ present exemption should be revoked be- 
cause continuation is detrimental to the interests 
of the public, investors, or consumers. They also 
assert that the MAPP and Tyrone Agreements 
create a holding company relationship between 
Northern States and other parties to those agree- 
ments and that the resulting enlarged system does 
not qualify for the exemption provided by the Act. 


It appears that an evidentiary hearing will be re- 
quired to consider certain of the objections raised 
by the Petitioners. But that hearing must be limited 
to matters which are both relevant to the issues 
raised under the Act by the proposed acquisition, 
and whose resolution involves material factual 
disputes. During the hearing, the following matters 
and questions should be considered: 


(1) Whether the proposed acquisition 
will serve the public interest by tending 
towards the economical and efficient 
development of an integrated public 
utility system; 


(2) Whether the proposed acquisition is 
detrimental to the carrying out of the 
provisions of Section 11; 


(3) Whether the proposed acquisition 
will tend towards the concentration of 
control of public-utility companies, of a 
kind or to an extent detrimental to the 
public interest or the interest of inves- 
tors or consumers; 


(4) Whether the proposed acquisition 
will be based upon a consideration 
which is reasonable and bears a fair 
relation to the utility assets underlying 
the securities to be acquired; 


(5) Whether the proposed acquisition 
will unduly complicate the capital struc- 


ture of the system or will be detrimental 
to the public interest or the interest of 
investors or consumers; 


(6) If the acquisition is authorized, 
whether Northern States continues to be 
entitled to exemption under Section 
3(a)(2) of the Act and what conditions, if 
any, would be required; 


(7) Whether there has been compliance 
with applicable state laws. 


The Nuclear Regulatory Commission and the Wis- 
consin Public Service Commission have primary 
jurisdiction over the proposed Tyrone plant. If au- 
thorized by those Commissions, its construction by 
the parties to the Tyrone agreement is not con- 
ditioned on the stock acquisition which is the sub- 
ject of this proceeding. Evidence as to the Tyrone 
plant shall not be introduced or considered except 
that the Tyrone Agreement itself, as an existing 
contractual relationship, shall be included in the 
record. With respect to the plans of Northern 
States, Lake Superior and other parties to the 
MAPP Agreement for construction or interconnec- 
tions, the hearing shall be limited to the examina- 
tion of such plans insofar as they relate to the is- 
sues as heretofore specified. It shall not extend to 
alternatives for supplying regional energy require- 
ments and the environmental impact of these 
plans. After the hearing, briefs that will or may be 
filed may be directed, in accordance with the 
Rules of Practice, to the issues specified above as 
well as to the relevance of any matter raised by 
petitioners in their requests for a hearing but 
excluded from hearing as directed by this order. 


It appearing to the Commission that it is appropri- 
ate in the public interest and in the interest of in- 
vestors and consumers that a public hearing be 
held with respect to the proposed transactions; 
that all interested persons be afforded an opportu- 
nity to be heard; and that the pending proposal 
should not be authorized or approved except pur- 
suant to further order of the Commission. 


IT IS ORDERED, accordingly, that a hearing be 
held at a time and place to be designated by fur- 
ther order in accordance with the Rules of Prac- 
tice. 


IT IS FURTHER ORDERED that jurisdiction be, 
and hereby is, reserved to separate, in whole or in 
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part, either for hearing or for disposition, any is- 
sues or questions which may arise in these pro- 
ceedings and to take such other action as may ap- 
pear conducive to an orderly, prompt, and eco- 
nomical disposition of the matters involved. 


IT IS FURTHER ORDERED that an Administrative 
Law Judge, hereafter to be designated, shall pre- 
side at said hearing. The officer so designated is 
hereby authorized to exercise all powers granted 
to the Commission under Section 18(c) of the Act 
and to the hearing officer under the Commission’s 
Rules of Practice. 


IT IS FURTHER ORDERED that the Secretary of 
the Commission shall serve a copy of this order by 
certified mail upon the applicants herein, and upon 
those who have filed requests for a hearing. Notifi- 
cation to all other interested persons shall be 
given by the general release of the Commission 
and by publication of this order in the Federal Re- 
gister. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SERVICE LIST 


Mr. Clayton K. Larson 

Senior Vice President-Finance 
Northern States Power Company 
414 Nicollet Mall 

Minneapolis, Minnesota 55401 


Dewey B. Crawford, Esquire 
Gardner, Carton & Douglas 
One First National Plaza 
Chicago, Illinois 60603 


Mr. Kendall S. Austin 
President 
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Lake Superior District Power Company 
101 West 2nd Street 
Ashland, Wisconsin 54806 


John L. McCausland, Esquire 
Isham, Lincoln & Beale 

One First National Plaza 
Chicago, Illinois 60603 


Robert H. Owen, Jr., Esquire 
1001 Gilbert Road 
Madison, Wisconsin 53711 


Richard Igrig, Esquire 
400 Exchange Building 
4th & Center 

Winona, Minnesota 55987 


PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Rel. No. 21078/June 1, 1979 


In the Matter of 


CENTRAL AND SOUTH WEST FUELS, INC. 
P.O. Box 10773 
Goiden, Colorado 80401 


CENTRAL POWER AND LIGHT COMPANY 
P.O. Box 2121 
Corpus Christi, Texas 78403 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
212 East 6th Street 
Tulsa, Oklahoma 74119 


SOUTHWESTERN ELECTRIC POWER 
COMPANY 

P.O. Box 21106 

Shreveport, Louisiana 71156 





WEST TEXAS UTILITIES COMPANY 
P.O. Box 841 
Abilene, Texas 79604 


(70-6320) 


NOTICE OF PROPOSED INDEMNITY AGREE- 
MENTS WITH INSURANCE COMPANY CON- 
CERNING FUEL SUBSIDIARY’S MINING AC- 
TIVITIES 


NOTICE IS HEREBY GIVEN that Central Power 
and Light Company (‘CPL’), Public Service Com- 
pany of Oklahoma (“PSO”), Southwestern Electric 
Power Company (“SWEPCO”), and West Texas 
Utilities Company (“WTU”), each an electric utility 
subsidiary of Central and South West Corporation, 
a registered holding company, together with Cen- 
tral and South West Fuels, Inc. (“CSWF’”), a fuel 
subsidiary of CPL, PSO, SWEPCO and WTU, 
have filed with this Commission a declaration pur- 
suant to the Public Utility Holding Company Act of 
1935 (‘Act’), designating Section 12(b) of the Act 
and Rules 45(b), 90 and 91 promulgated thereun- 
der as applicable to the proposed transaction. All 
interested persons are referred to the declaration, 
which is summarized below, for a complete state- 
ment of the proposed transaction. 


By order dated August 2, 1978 (HCAR No. 20658), 
this Commission authorized the creation of CSWF, 
with CPL, PSO and SWEPCO each owning 30% of 
CSWF’s common stock and WTU owning the re- 
maining 10%. CSWF conducts nonpetroleum fuel 
exploration, acquisition and development activities 
as agent for its owners pursuant to orders issued 
in File No. 70-6235. As part of this fuel exploration 
and development program, CSWF contemplates 
engaging in mining activity in a number of states 
which require, as a prerequisite to the com- 
mencement of such activity, the posting by CSWF 
of a bond indemnifying the state against potential 
losses due to CSWF’s failure to restore any mined 
property to its original condition. To avoid the un- 
necessary expense involved in obtaining a sepa- 
rate bond for each property it plans to develop, 
CSWF plans to procure a master bond which will 
cover mining operations in multiple locations. 


CSWF has negotiated the terms of such a master 
bond with St. Paul Fire and Marine Insurance 
Company (St. Paul’). As a condition to its acting 
as surety thereon, St. Paul requires that each of 


CSWF’s owners indemnify it against any default 
on CSWF’s obligations under the bond. Such in- 
demnification would be in proportion to each com- 
pany’s ownership interest in CSWF. CPL, PSO, 
SWEPCO and WTU seek authorization to enter 
into separate general agreements indemnifying St. 
Paul for 30%, 30%, 30% and 10%, respectively, of 
the total of any liability incurred by St. Paul in its 
position as surety for CSWF under the master 
bond. 


The authorization given in connection with the fuel 
exploration, acquisition and development activities 
in File No. 70-6235 provides that the costs in- 
curred by CSWF in the development of a given 
property be apportioned among its owners not on 
the basis of their ownership interest in CSWF, but 
rather on the basis of their ownership interests in 
that one property. Accordingly, should the owners 
be called upon to fulfill their obligations under the 
proposed general indemnity agreements with St. 
Paul (under which agreements their liability would 
be proportionate to their ownership interests in 
CSWF), CPL, PSO, SWEPCO and WTU would 
reimburse each other as necessary to render each 
company’s loss in connection with a particular 
mining operation proportionate to its ownership 
interest in that mining operation. 


The fees and expenses to be incurred in connec- 
tion with the proposed transaction are estimated at 
$2,700, including legal fees of $500. It is stated 
that no state commission and no Federal commis- 
sion, other than this Commission, has jurisdiction 
over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 28, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by said declaration which he desires to controvert; 
or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served 
personally or by mail upon the declarants at the 
above-stated addresses, and proof of service (by 
affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time 
after said date, the declaration, as filed or as it 
may be amended, may be permitted to become 
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effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Rel. No. 21079/June 4, 1979 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
20 Turnpike Road 
Westborough, Massachusetts 01581 


(70-6319) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
UNISSUED COMMON STOCK PURSUANT TO A 
PROPOSED EMPLOYEE SHARE OWNERSHIP 
PLAN AND REQUEST FOR EXEMPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that New England 
Electric System (“NEES”), a registered holding 
company, has filed an application-declaration with 
this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”) designating 
Sections 6(a) and 7 of the Act and Rule 50(a)(5) 
promulgated thereunder as applicable to the pro- 
posed transaction. All interested persons are re- 
ferred to the application-declaration, which is 
summarized below, for a complete statement of 
the proposed transaction. 


By order dated September 14, 1977 (HCAR No. 
20173), NEES was authorized to issue and sell 


838/SEC DOCKET 


through December 31, 1979 a maximum of 
300,000 shares of its authorized but unissued 
common shares, $1 par value through a NEES 
Companies’ Employees’ Share Ownership Plan. 
NEES now proposes to issue and sell from time to 
time through December 31, 1983, up to 675,000 
shares of its authorized but unissued common 
stock, $1 par value, through NEES’ amended 
Companies’ Employees’ Share Ownership Plan 
(“Plan”). The proceeds of the sale will be used for 
investment in NEES’ subsidiaries, for payment of 
NEES’ indebtedness or for general purposes. 


Each employee of NEES and its direct and indirect 
subsidiaries, Granite State Electric Company, 
Massachusetts Electric Company, Narragansett 
Electric Company, New England Energy Incorpo- 
rated, New England Power Company and New 
England Power Service Company (“Employers”) 
who has completed at least one year of service as 
of January 1, 1976, will participate in the Plan as 
of that date. Each other employee will become a 
participant on the first day of the Plan year in 
which he completes one year of service. Participa- 
tion in the Plan will terminate when employment 
terminates. 


The Employers will contribute to a trust (“Trust”) in 
each year an amount equal to the additional one 
percent investment tax credit allowed for the Plan 
year under Section 46(a)(2)(E)(i) of the Internal 
Revenue Code (“Code”). In addition, if an appro- 
priate election is made on the consolidated federal 
income tax return and to the extent matched by 
participant contributions, the Employers will con- 
tribute to the Trust in each Plan year an amount 
not in excess of an additional one-half of one per- 
cent investment tax credit under Section 
46(a)(2)(E)(ii) of the Code. Contributions to the 
Trust by the Employers will be made for each Plan 
year on the due date (unless extended) for filing 
the consolidated federal income tax return for the 
corresponding tax year. The trustee, The First Na- 
tional Bank of Boston, will purchase common 
shares of NEES on or before the thirtieth day fol- 
lowing the date of the contribution. However, if the 
full amount of the investment credit is not utilized 
for a plan year because the credit is limited on the 
basis of the tax payable for the year, that portion of 
the additional credit not so utilized shall be con- 
tributed to the Trust at the time when such portion 
is so utilized. 





Participants shall not be required to make contri- 
butions to the Trust. However, if elected by NEES 
on its consolidated federal income tax return, par- 
ticipants may make contributions in an aggregate 
amount not in excess of an additional one-half of 
one percent investment credit, which contributions 
will be matched on a like amount by the 
Employers. The amount of the contributions to be 
made by a participant for a Plan year will be based 
on the ratio of his compensation for the Plan year 
to the total compensation of all participants making 
matching contributions. Participant contributions 
shall be invested by the trustee in NEES’ common 
shares within thirty days of payment. 


Shares purchased under the Plan will normally 
come from the authorized but unissued common 
shares. However, NEES proposes that it shall re- 
serve the right to instruct the trustee for the Plan to 
purchase shares for participants on the open mar- 
ket. Such market purchases may be made on such 
terms as to price, delivery and other matters as the 
trustee may determine. NEES states that the deci- 
sion to purchase shares on the open market will 
take into account NEES’ need for common equity, 
general market conditions and the relationship 
between the purchase price and the book value 
per share. 


The value of common shares purchased from 
NEES with Employer contributions will be based 
on the average of the closing prices on the New 
York Stock Exchange—composite transactions as 
reported in The Wall Street Journal for the twenty 
consecutive trading days immediately preceding 
the purchase date. The value of common shares 
purchased from NEES with participants’ contribu- 
tions and reinvested dividends will be based on 
the average of the high and low sale prices on the 
New York Stock Exchange—composite transac- 
tions as reported in The Wall Street Journal for 
each of the last 5 trading days preceding the pur- 
chase date. When shares are purchased on the 
open market, shares will be priced for each par- 
ticipant’s account at the average purchase price of 
all shares purchased. 


A separate account for each participant, reflecting 
the number of common shares credited thereto, 
will be established and maintained by the trustee. 
If participant contributions are made to the trust, 
two accounts shall be maintained for each partici- 
pant, one for Employer contributions and the other 
for participant contributions. Contributions to the 


Trust by the Employers of an amount determined 
pursuant to Section 46(a)(2)(E)(i) of the Code, less 
an amount equal to the expenses of the Plan but 
not in excess of statutory limitations, shall be 
combined and allocated to the account for each 
participant based on the ratio of the participant's 
compensation for the Plan year for which the con- 
tribution is made to the total compensation of all 
participants for such Plan year. Contributions to 
the Trust by the Employers of an amount de- 
temined pursuant to Section 46(a)(2)(E)(ii) of the 
Code shall be combined and allocated to the con- 
tributions of each participant. 


Cash dividends received on common shares held 
by the trustee, less an amount necessary to pay 
expenses of administering the Plan but not in ex- 
cess of statutory limitations, will be invested by the 
trustee in common shares as soon as practicable. 
Common shares so purchased will be allocated to 
each participant’s account or accounts based on 
the ratio of the common shares in each account to 
the total common shares in all participant's ac- 
counts. 


As soon as practicable after the end of each Plan 
year, each participant will be furnished with a 
statement showing the status of his account or ac- 
counts at the beginning and end of each Plan year, 
any changes in his account or accounts during the 
Plan year, and other information that may be perti- 
nent. 


A participant’s account or accounts shall become 
distributable to him (or, in the event of his death, to 
the beneficiary designated by him) upon the termi- 
nation of his participation. A participant may, sub- 
ject to certain restrictions, prior to termination of 
employment apply for a distribution of a portion or 
all of the balance in his account or accounts, if 
such portion or balance has been allocated to his 
account or accounts for a period of at least 
eighty-four months beginning after the month in 
which the allocation was made. 


Distributions shall be made in cash or in whole 
common shares, at the participant's option. Any 
fraction of a common share allocated to a partici- 
pant’s account shall be paid in cash. A participant 
shall at all times have a fully vested and nonfor- 
feitable right to the common shares credited or 
creditable to his account or accounts. 
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The Board of Directors of New England Power 
Service Company shall have the sole authority to 
appoint and remove the trustee. The trustee shall 
have the sole responsibility for administration of 
the Trust and the management of Plan assets held 
under the Trust, as and to the extent set forth in 
the Trust. The trustee will accept and hold in the 
Trust contributions made by the Employers or par- 
ticipants pursuant to the Plan. 


Pending the purchase of common shares pursuant 
to the Plan, the trustee may temporarily retain un- 
invested cash or may invest all or only part thereof 
in short-term investments, if such action is prudent 
under all the facts and circumstances then pre- 
vailing. 


A committee (“ESOP Committee’) shall be the 
named fiduciary, which shall have authority to 
control and manage the operation and administra- 
tion of the Plan. Among other duties, the ESOP 
Committee will deliver or cause to be delivered to 
each participant proxy statements and other com- 
munications which are distributed to owners of 
NEES common shares. Each participant shall 
have the right to direct the trustee to exercise the 
voting rights with respect to all the whole and frac- 
tions of common shares allocated to his account. 


No amendment of the Plan may be made which 
will (1) deprive any participant or beneficiary of 
any part of an account existing on the date of such 
amendment; (2) result in the reversion to an 
Employer of any part of the funds contrary to the 
provisions of the Plan; or (3) increase the duties or 
liabilities of the trustee without its written consent. 
Any Employer, with the written consent or vote of 
the board of directors of each other Employer, may 
terminate the Plan at any time. 


NEES requests an exemption from the competitive 
bidding requirements of Rule 50 under Rule 
50(a)(5) for the proposed issuance and sale of 
common stock to the Plan. 


The fees and expenses to be incurred in connec- 
tion with the proposed sale of the common shares 
are estimated at $130,000 through 1983. Pursuant 
to Internal Revenue Service regulations, these 
fees and expenses will be paid from the Trust. In- 
cluded in such estimate are fees, in an amount to 
be specified by amendment, for services to be 
performed, at cost, by New England Power Serv- 
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ice Company (an affiliate of NEES). It is stated that 
no state commission and no federal commission, 
other than this Commission, has jurisdiction over 
the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 29, 1979, request 
in writing that a hearing be held on such matters, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by said application-declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be 
served personally or by mail upon the applicant- 
declarant at the above-stated address and proof of 
service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. 
At any time after said date, the application- 
declaration, as filed or as it may be amended, may 
be granted and permitted to become effective as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any 
notices and order issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 ; 
Rel. No. 21080/June 5, 1979 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 





(70-6296) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF FIRST MORTAGE BONDS AT COMPETITIVE 
BIDDING 


Public Service Company of Oklahoma (“PSO”), an 
electric utility subsidiary of Central and South 
West Corporation (“CSW”), a registered holding 
company, has filed with this Commission an 
application-declaration, and amendments thereto, 
pursuant to Sections 6(b) and 12(c) of the Public 
Utlilty Holding Company Act of 1935 (‘‘Act”) and 
Rules 42 and 50 promulgated thereunder con- 
cerning the following proposed transaction. 


PSO proposes to issue and sell at competitive 
bidding up to $75,000,000 aggregate principal 
amount of its first mortgage bonds, Series O, due 
June 1, 2009 (“Bonds”), to be dated June 1, 1979. 
The interest rate (which will be expressed in a 
multiple of % of 1%) and the price to be paid to 
PSO for the Bonds (which will not be less than 
99% nor more than 102.75%) will be determined 
by competitive bidding. Except pursuant to the 
sinking fund provision mentioned below, none of 
the Bonds may be redeemed before June 1, 1984, if 
such redemption is for the purpose of refunding 
them through the use, directly or indirectly, of bor- 
rowed funds having an effective interest cost less 
than the effective interest cost of the Bonds. The 
Bonds will be subject to a sinking fund provision 
requiring the annual redemption of one percent of 
the aggregate principal amounts of Bonds issued, 
such redemptions to commence for the 12-month 
period ending March 31, 1981. 


The Bonds will be issued under and secured by 
PSO’s First Mortgage Indenture dated July 1, 
1945, as amended and supplemented, and as to 
be further amended by a supplemental indenture 
to be dated June 1, 1979. 


The net proceeds from the sale of the Bonds will 
be used by PSO to repay in full its short-term debt, 
which is expected to aggregate approximately 
$55,000,000 at the time of sale of the Bonds, and 
to pay costs incurred in its construction program. 
PSO estimates its construction expenditures 
(excluding allowance for funds used during con- 
struction) at $214,000,000 for 1979 and at 
$198,000,000 for 1980. 


None of the proceeds from sale of the Bonds shall 
be utilized to pay the cost of facilities (‘“intercon- 
nection facilities”) which would not be needed to 
provide service to customers of PSO if PSO were 
not part of the CSW System, nor will any expendi- 
tures be made by PSO for the construction or ac- 
quisition of any facility not so needed prior to the 
time all funds covered by this application- 
declaration have been expended. For the purpose 
of the foregoing representation, there are included 
within the meaning of the term “interconnection 
facilities” all facilities, the construction or acquisi- 
tion of which are or would be part of any proposal 
for synchronous interstate operation of the CSW 
System forming the subject of the proceedings in 
Central and South West Corporation, et al. 
(Admin. Proc. File No. 3-4951) which would not 
also be required for the continuation of dissyn- 
chronous interstate/intrastate operation in the 
mode presently prevailing in the CSW System. 


The fees and expenses to be incurred in connec- 
tion with the proposed transaction are estimated at 
$95,000, including printing expenses of $17,000, 
rating agency fees of $12,500 and legal fees of 
$23,000. The fees and expenses of counsel to the 
underwriters, to be paid by the successful bidders, 
are estimated at $21,000. The Corporation Com- 
mission of the State of Oklahoma has authorized 
the proposed transaction. No other state commis- 
sion and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act 
(HCAR No. 21011), and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no ad- 
verse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, be granted and per- 
mitted to become effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become effec- 
tive forthwith, subject to the terms and conditions 
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prescribed in Rules 24 and 50 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Rel. No. 21081/June 5, 1979 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


MICHIGAN POWER COMPANY 
MICHIGAN NATURAL GAS COMPANY 
100 South Main 

Three Rivers, Michigan 49093 


(70-5213) 


NOTICE OF PROPOSED EXEMPTION FROM 
COMPETITIVE BIDDING IN CONNECTION WITH 
SALE OR DISPOSITION OF GAS PROPERTIES 


American Electric Power Company, Inc. (“AEP”), 
a registered holding company, and two of its sub- 
sidiaries, Michigan Power Company (“MPC”), a 
gas and electric utility company, and Michigan 
Natural Gas Company (“MNG’”), a presently inac- 
tive company, have filed with this Commission a 
post-effective amendment to their Plan previously 
filed and amended pursuant to Section 11(e) and 
other applicable provisions of the Public Utility 
Holding Company Act of 1935 (‘Act’) and rules 
promulgated thereunder concerning the following 
proposed transaction. All interested persons are 
referred to the amended Plan, which is sum- 
marized below, for a complete statement of the 
proposed transaction. 
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By order dated July 24, 1967 (HCAR No. 15800), 
AEP was authorized to acquire MPC (then known 
as Michigan Gas and Electric Company), a pre- 
viously non-affiliated company owning and 
operating a combination gas and electric utility 
business. Such acquisition was conditioned on 
AEP’s divestiture of the gas utility properties of 
MPC, and the order of July 24, 1967, authorized 
their sale to Michigan Gas Utilities Company 
(“MGU”), a nonaffiliated gas utility company, the 
Commision reserving jurisdiction over such final 
disposition. To facilitate the divestiture, AEP was 
authorized by order dated October 25, 1968 
(HCAR No. 16196), to create MNG (then called 
MacLane Gas Company). MNG was to acquire 
MPCs gas properties and to issue and sell its se- 
curities to AEP, which was to sell such securities 
to MGU. By letter dated August 21, 1969, how- 
ever, AEP advised the Commission that its agree- 
ment with MGU had been terminated due to 
MGU’s inablility to obtain the necessary financing. 


About three years after termination of the agree- 
ment with MGU, AEP, MPC and MNG filed a Plan 
under Section 11(e) of the Act outlining a program 
for ultimate divestiture of the gas properties. Part | 
of the Plan involved the redemption of MPC’s 
preferred stock, which redemption was authorized 
by Memorandum Opinion and Order dated June 1, 
1978 (HCAR No. 20569). Part Il of the Plan in- 
volved term financing for MPC, which financing 
was authorized by order dated December 30, 1976 
(HCAR No. 19828). The remainder of the Plan, 
none of which has been authorized, and further 
details of which will be supplied by future amend- 
ment, involves AEP’s sale or disposition of all of 
MNG’s common stock for a consideration of cash 
or cash and debt securities or installment obliga- 
tions of the purchaser, and the severance of all 
corporate and other ties of MNG with AEO and 
MPC in steps including (i) completion of the or- 
ganization of MNG, (ii) sale and transfer of the gas 
utility properties of MPC to MNG free from the lien 
of MPC’s mortgage, and (iii) establishment by 
MNG of the rates and tariffs by which it, as the 
successor operator of the gas distribution and 
other facilities, will render retail gas service. 


In the instant post-effective amendment, AEP re- 
quests an exemption from the competitive bidding 
requirements of Rule 50 with respect to its pro- 
posed sale of the common stock of MNG pursuant 





to Rule 50(a)(5). AEP had previously been granted 
such an exemption for 90-day periods by orders 
dated June 13, 1973, and October 10, 1973 
(HCAR Nos. 18007 and 18119), but no purchaser 
was found and no request to renew the exemption 
was filed until now. It is stated that AEP has con- 
tacted eleven utility systems which it believes 
might have an interest in acquiring some or all of 
the gas utility properties, and that it has received 
requests for additional information from several of 
the utilities it contacted. AEP believes it would be 
desirable to initiate further discussions with, and if 
warranted to negotiate with, such prospective pur- 
chasers concerning the terms on which AEP would 
be willing to sell and such prospective purchasers 
would be willing to buy the common stock of MNG. 


The fees and expenses to be incurred in connec- 
tion with the request for exemption from competi- 
tive bidding will be supplied by amendment. It is 
stated that no state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the requested exemption. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 29, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by said Plan, as amended, which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be 
served personally or by mail upon the applicants at 
the above-stated addresses, and proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date the Plan, insofar as it requests 
exception from competitive bidding, may be ap- 
proved as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21082/June 5, 1979 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
GPU SERVICE CORPORATION 
Parsippany, New Jersey 


(70-6151) 


SUPPLEMENTAL ORDER AUTHORIZING 
MORTGAGE IN CONNECTION WITH BANK 
BORROWINGS 


General Public Utilities Corporation (“GPU”), a 
registered holding company, and its subsidiary 
service company GPU Service Corporation 
(“Service Company”), have filed with this Com- 
mission post-effective amendments to their decla- 
ration previously filed and amended in this matter 
pursuant to Sections 6(a), 7 and 12 of the Public 
Utility Holding Company Act of 1935 (‘Act’), re- 
garding the following proposed transaction. 


By orders dated May 18, 1978, and July 31, 1978 
(HCAR Nos. 20550 and 20652), Service Company 
was authorized to issue its notes maturing on De- 
cember 31, 1979, evidencing borrowings of up to 
$13,000,000 from Hartford National Bank and 
Trust Company (“Hartford”) and Citibank, N.A., 
and GPU was authorized to guarantee such in- 
debtedness. The proceeds from such borrowings 
were to be used to finance the construction and 
partial equipping of a 125,000 square foot head- 
quarters office building to be constructed by Serv- 
ice Company on a 25 acre site in Parsippany, New 
Jersey, or to reimburse Service Company’s treas- 
ury for funds previously expended therefrom for 
such purposes. Service Company had outstanding 
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$11,200,000 principal amount of such notes as of 
May 25, 1979. 


By post-effective amendment, it is stated that 
Hartford requires Service Company to furnish se- 
curity with respect to the present borrowings and 
any further borrowings under the present loan ar- 
rangement. In satisfaction of such requirement, 
Service Company proposes to grant Hartford a 
first mortgage on the 25 acre site and office build- 
ing. 


The record is incomplete with respect to the fees 
and expenses to be incurred in connection with the 
proposed transaction. No state commission and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


Upon the basis of the facts in the record, as 
amended by said post-effective amendments, it is 
hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said declaration, 
as amended by said post-effective amendments, 
be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended by said post-effective 
amendments be, and it hereby is, permitted to be- 
come effective forthwith, subject to the terms and 
conditions of Rule 24 promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, 
and it hereby is, reserved with respect to the fees 
and expenses to be incurred in connection with the 
proposed transaction. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Rel. No. 21083/June 5, 1979 


In the Matters of 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 78403 


SOUTHWESTERN ELECTRIC POWER 
COMPANY 
Shreveport, Louisiana 71156 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 74102 


WEST TEXAS UTILITIES COMPANY 
Abilene, Texas 79604 


(70-6279) 


SUPPLEMENTAL ORDER EXTENDING PERIOD 
FOR SUBSIDIARY TO AMEND ITS ARTICLES OF 
INCORPORATION 


By order dated May 4, 1979 (HCAR No. 21033) 
Public Service Company of Oklahoma (“PSO”), 
was authorized, among other things, to amend its 
articles of incorporation. PSO now requests an 
extension of time through December 31, 1979, 
within which it may file and make effective the 
amendment to its articles of incorporation. 


IT IS ORDERED that, pursuant to Rule 24(c)(3) 
promulgated under the Act, such period is ex- 
tended through December 31, 1979. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21084/June 6, 1979 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
260 Cherry Hill Road 
Parsippany, New Jersey 07054 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 


(70-6290) 


NOTICE OF PROPOSED ISSUANCE AND SALE 
OF FIRST MORTGAGE BONDS BY SUBSIDIARY 
AND GUARANTY BY HOLDING COMPANY; RE- 
QUEST FOR EXEMPTION FROM COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that General Public 
Utilities Corporation (“GPU”), a registered holding 
company, and its electric utility subsidiary Jersey 
Central Power & Light Company (‘Jersey Cen- 
tral’’) have filed with this Commission an 
application-declaration and amendments thereto 
pursuant to the Public Utility Holding Company Act 
of 1935 (‘Act’), designating Sections 6(b) and 12 
of the Act and Rules 45 and 50(a)(5) promulgated 
thereunder as applicable to the proposed transac- 
tion. All interested persons are referred to the 
application-declaration, as amended, which is 
summarized below, for a complete statement of 
the proposed transaction. 


Jersey Central proposes to issue and sell up to 
$75,000,000 aggregate principal amount first 
mortgage bonds (‘Bonds’), to be issued under its 
indenture dated as of March 1, 1946, as heretofore 
supplemented and amended and as to further 
supplemented and amended by a supplemental 
indenture. None of the Bonds may be redeemed 
before ten years after date of issuance if such re- 
demption is for the purpose of refunding them 
through the use, directly or indirectly, of borrowed 
funds having a lower effective interest cost than 
the effective interest cost of the Bonds. Other 
terms of the Bonds will be supplied by amend- 


ment. It is proposed that GPU will guarantee the 
payment of principal and interest of the Bonds. 


The net proceeds from the sale of the Bonds will 
be used to pay at or before maturity a like amount 
of short-term bank loans outstanding at the date of 
sale or to pay construction expenditures or to 
reimburse Jersey Central’s treasury for funds pre- 
viously expended therefrom. 


Jersey Central requests an exemption from the 
competitive bidding requirements of Rule 50 pur- 
suant to Rule 50(a)(5). It refers to the March 28, 
1979, nuclear accident at Unit No. 2 of the Three 
Miles Island nuclear generating station (“TMI-2”), 
in which unit Jersey Central owns an undivided 
25% interest, the remainder being owned by 
Pennsylvania Electric Company (25%) and Met- 
ropolitan Edison Company (50%), associate com- 
panies of Jersey Central. Expenditures related to 
TMI-2 and the purchase of replacement energy will 
subject the GPU system, including Jersey Central, 
to a serious cash drain for an indeterminable 
period. In view of these uncertain and exceptional 
conditions, Jersey Central believes that competi- 
tive bidding for the Bonds is not now feasible. 


Jersey Central believes it may be possible to effect 
a Sale of the Bonds through private placement or a 
negotiated public offering, or both. Jersey Central 
proposes to explore with a group of prospective 
underwriters the prospects for such private or pub- 
lic offering and negotiate the terms thereof. It is 
hereby authorized to do so. 


The fees and expenses to be incurred in connec- 
tion with the proposed transaction will be supplied 
by amendment. It is stated that the Board of Public 
Utilities of the State of New Jersey has jurisdiction 
over the proposed issuance and sale of the Bonds 
and that no other state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 27, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by said application-declaration, as amended, 
which he desires to controvert; or he may request 
that he be notified if the Commission should order 
a hearing thereon. Any such request should be 
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addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by 
mail upon the applicants-deciarants at the above- 
stated addresses, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after 
said date the application-declaration, as amended 
or as it may be further amended, may be granted 
and permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission 
may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21085/June 6, 1979 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
260 Cherry Hill Road 
Parsippany, New Jersey 07054 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 

Morristown, New Jersey 07960 

(70-6303) 


NOTICE OF PROPOSED ISSUANCE AND SALE 
OF DEBENTURES BY SUBSIDIARY AND GUAR- 
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NATY BY HOLDING COMPANY; REQUEST FOR 
EXEMPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that General Public 
Utilities Corporation (“GPU”), a registered holding 
company, and its electric utility subsidiary Jersey 
Central Power & Light Company (“Jersey Cen- 
tral’’) have filed with this Commission an 
application-declaration and amendments thereto 
pursuant to the Public Utility Holding Company Act 
of 1935 (‘Act’), designating Sections 6(b) and 12 
of the Act and Rules 45 and 50(a)(5) promulgated 
thereunder as applicable to the proposed transac- 
tion. All interested persons are referred to the 
application-declaration, as amended, which is 
summarized below, for a complete statement of 
the proposed transaction. 


Jersey Central proposes to issue and sell up to 
$50,000,000 aggregate principal amount of unse- 
cured debentures (“Debentures”), to be issued 
under its indenture dated as of October 1, 1963, 
as heretofore supplemented and amended and as 
to be further supplemented and amended by a 
supplemental indenture. None of the Debentures 
may be redeemed before ten years after date of 
issuance if such redemption is for the purpose of 
refunding them through the use, directly or indi- 
rectly, or borrowed funds having a lower effective 
interest cost than the effective interest cost of the 
Debentures. Other terms of the Debentures will be 
supplied by amendment. It is proposed that GPU 
will guarantee the payment of principal and inter- 
est of the Debentures. 


The net proceeds from the sale of the Debentures 
will be used to pay at or before maturity a like 
amount of short-term bank loans outstanding at 
the date of sale or to pay construction expendi- 
tures or to reimburse Jersey Central's treasury for 
funds previously expended therefrom. 


Jersey Central requests an exemption from the 
competitive bidding requirements of Rule 50 pur- 
suant to Rule 50(a)(5). It refers to the March 28, 
1979, nuclear accident at Unit No. 2 of the Three 
Mile Island nuclear generating station (““TMI-2”), in 
which unit Jersey Central owns an undivided 25% 
interest, the remainder being owned by Pennsyl- 
vania Electric Company (25%) and Metropolitan 
Edison Company (50%), associate companies of 
Jersey Central. Expenditures related to TMI-2 and 
the purchase of replacement energy will subject 





the GPU System, including Jersey Central, to a 
serious cash drain for an indeterminable period. In 
view of these uncertain and exceptional condi- 
tions, Jersey Central believes that competitive 
bidding for the Debentures is not now feasible. 


Jersey Central believes it may be possible to effect 
a sale of the Debentures through private place- 
ment or a negotiated public offering, or both. Jer- 
sey Central proposes to explore with a group of 
prospective underwriters the prospects for such 
private or public offering and negotiate the terms 
thereof. It is hereby authorized to do so. 


The fees and expenses to be incurred in connec- 
tion with the proposed transaction will be supplied 
by amendment. It is stated that the Board of Pub- 
lilc Utilities of the State of New Jersey has juris- 
diction over the proposed issuance and sale of the 
Debentures and that no other state commission 
and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed trans- 
action. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 27, 1979, request 
in writing that a hearing be held on such matter, 
Stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by said application-declaration, as amended, 
which he desires to controvert; or he may request 
that he be notified if the Commission should order 
a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by 
mail upon the applicants-declarants at the above- 
stated addresses, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after 
said date the application-declaration, as amended 
or as it may be further amended, may be granted 
and permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission 
may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21086/June 6, 1979 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
GUP SERVICE CORPORATION 
Parsippany, New Jersey 


(70-5432) 


SUPPLEMENTAL ORDER AUTHORIZING 
MORTGAGE IN CONNECTION WITH BANK 
BORROWINGS 


General Public Utilities Corporation (“GPU”), a 
registered holding company, and its subsidiary 
service company GPU Service Corporation 
(“Service Company”) have filed with this Commis- 
sion post-effective amendments to their declara- 
tion previously filed and amended in this matter 
pursuant to Sections 6(a), 7 and 12 of the Public 
Utility Holding Company Act of 1935 (‘‘Act’’) re- 
garding the following proposed transaction. 


By order dated December 27, 1973 (HCAR No. 
18237), Service Company was authorized to issue 
its notes having a maturity of December 31, 1978, 
evidencing borrowings of up to $6,000,000 from 
The Fidelity Bank, Philadelphia, Pennsylvania (the 
“Bank’), and GPU was authorized to guarantee 
such indebtedness. By order dated November 29, 
1977 (HCAR No. 20276), Service Company was 
authorized to amend its loan agreement with the 
Bank (i) to change the rate of interest on the then- 
remaining indebtedness from a floating rate of 
125% of the Bank’s prime rate to a fixed rate of 
8.10% per annum, (ii) to extend the maturity on the 
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$5,250,000 indebtedness then remaining to Sep- 
tember 30, 1984, and (iii) to issue a new note in 
connection with the borrowings, payable in 27 
quarterly installments of $50,000, each com- 
mencing on December 31, 1977, with a final in- 
stallment of $3,900,000 payable on September 30, 
1984. The purpose of such borrowings was to re- 
place construction loans previously made to fi- 
nance the construction and partial equipping of 
Service Company’s Reading, Pennsylvania head- 
quarters office building. Service Company had 
outstanding $4,950,000 of such indebtedness as 
of May 25, 1979. 


By post-effective amendment it is stated that the 
Bank requires Service Company to furnish security 
with respect to these borrowings as a condition to 
its making any other loans to GPU or its affiliates. 
In satisfaction of such requirement, Service Com- 
pany proposes to grant the Bank a first mortgage 
on its Reading headquarters office building and 
land related thereto. 


The record is incomplete with respect to the fees 
and expenses to be incurred in connection with the 
proposed transaction. No state commission and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


Upon the basis of the facts in the record, as 
amended by said post-effective amendments, it is 
hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said declaration, 
as amended by said post-effecitve amendments, 
be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended by said post-effective 
amendments, be, and hereby is, permitted to be- 
come effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated 
under the Act. 


IT 1S FURTHER ORDERED that jurisdiction be, 
and it hereby is, reserved with respect to the fees 
and expenses to be incurred in connection with the 
proposed transaction. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21087/June 7, 1979 


In the Matter of 


COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 


(70-6307) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF COMMON STOCK PURSUANT TO DIVIDEND 
REINVESTMENT PLAN 


The Columbia Gas System, Inc. (‘Columbia’), a 
registered holding company, has filed a declara- 
tion and an amendment thereto with this Commis- 
sion pursuant to Sections 6 and 7 of the Public 
Utility Holding Company Act of 1935 (‘Act’), re- 
garding the following transaction. 


Columbia proposes to issue and sell, from time to 
time through August 15, 1981, up to 1,000,000 
shares of its authorized, but unissued, common 
stock, par value $10 per share (“common stock’’), 
pursuant to its Dividend Reinvestment Plan 
(‘Plan’), and to have Columbia Gas System 
Service Corporation (‘Service’) act as Agent for 
participating stockholders. 


Since March 1971, Citibank N.A. (formerly First 
National City Bank), New York, New York, has 
been administering, as Agent, the Dividend Rein- 
vestment Plan available to all Columbia common 
stockholders. Dividends and optional cash pay- 
ments of participating stockholders have been 
reinvested through the purchase, by Citibank, of 
Columbia common stock in the open market. Pur- 





suant to this Commission's authorization, dated 
February 1, 1977 (HCAR No. 19865), proxies were 
solicited and the stockholders subsequently ap- 
proved a proposed Charter amendment excepting 
dividend reinvestment plans from stockholder 
preemptive rights. The approximately 15,600 
stockholders participating in the plan acquired 
127,674 shares of Columbia common stock in the 
calendar year 1978 through dividend reinvestment 
of $2,961,288 and optional cash payments of 
$599,423. 


The shares will be issued at a price equal to the 
average closing price on the New York Stock Ex- 
change Composite Tape for the twenty consecu- 
tive trading days immediately preceding the divi- 
dend payment and/or optional cash payment in- 
vestment date. Only full shares will be issued. 
Columbia requests an exemption from competitive 
bidding pursuant to Rule 50. 


Also, to facilitate administration, it is proposed that 
Service assume all recordkeeping responsibilities 
and act as Agent for stockholders participating in 
the Plan. Chemical Bank, the New York Transfer 
Agent, will act as custodian and liquidating agent 
for the Plan. Chemical Bank will hold the stock 
certificates reflecting purchasers by participants’ 
dividends and optional cash payments; and if a 
participant who wishes to withdraw from the Plan 
and to receive cash, Chemical will sell stock as in- 
structed by Service. 


The sale of common stock under the Plan will pro- 
vide Columbia with an additional source of com- 
mon equity capital. Columbia expects large ex- 
penditures for gas supply in the future, and the is- 
suance of stock under the Plan will assist in 
maintaining the ratio of equity capital to debt re- 
quired by Columbia’s indentures. 


The fees, commissions and expenses paid or to be 
incurred in connection with the proposed transac- 
tion are estimated to total $43,625, including 
charges of Service of $15,000, printing costs of 
$7,500, legal fees of $5,000, listing fees of $4,500, 
accountant’s fees of $1,000 and miscellaneous 
expenses of $3,000. No state commission and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 


promulgated under the Act (HCAR No. 21038), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that 
said declaration, as amended, be permitted to be- 
come effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of, the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21088/June 7, 1979 


In the Matter of 


ALABAMA POWER COMPANY 
P.O. Box 2641 
Birmingham, Alabama 35291 


(70-6313) 


NOTICE OF PROPOSAL BY ELECTRIC UTILITY 
SUBSIDIARY TO SELL A SUBSTATION 


NOTICE IS HEREBY GIVEN that Alabama Power 
Company (‘‘Alabama’’), an electric utility sub- 
sidiary of The Southern Company, a registered 
holding company, has filed a declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Section 
12(d) of the Act and Rule 44 promulgated thereun- 
der as applicable to the proposed transaction. All 
interested persons are referred to the declaration, 
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which is summarized below, for a complete state- 
ment of the proposed transaction. 


Alabama proposes to sell one of its substations to 
Alabama River Pulp Company, Inc. (“ARP”), such 
substation being located on ARP’s property in 
Monroe County, Alabama, pursuant to ARP’s re- 
quest. It is proposed that such substation would be 
conveyed by Alabama to ARP for a sale price of 
$390,000. Alabama’s book value of such substa- 
tion is $384,912.24. Alabama will obtain from its 
first mortgage bond Trustee a release of such 
substation from the lien of Alabama's first 
mortgage indenture. 


Alabama and ARP have heretofore entered into an 
electric service contract pursuant to which power 
is delivered by Alabama to ARP and ARP pro- 
poses to utilize the substation in connection with 
the receipt of power from Alabama. It is anticipated 
that there will be no substantial change in the pro- 
posed use of the transmission substation and, 
since it was constructed at ARP’s request and is to 
be used for ARP’s benefit and ARP has now de- 
termined that it would prefer to own the substation, 
Alabama considers it appropriate and in the inter- 
est of the public and Alabama’s investors for ARP 
to purchase and own the substation. 


The fees, commissions and expenses to be in- 
curred by Alabama in connection with the pro- 
posed transaction are estimated at $3,500, in- 
cluding legal fees of $1,000. !t is stated that no 
state or federal commission, other than this Com- 
mission, has jurisdiction over the proposed trans- 
action. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 2, 1979, request in 
writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served person- 
ally or by mail upon the declarant at the above 
stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after 
said date, the declaration, as filed or as it may be 
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amended, may be permitted to become effective 
as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any 
notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21089/June 7, 1979 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 


(70-6306) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF COMMON STOCK IN CONNECTION WITH 
DIVIDEND REINVESTMENT PLAN AND EM- 
PLOYEE STOCK OWNERSHIP PLAN 


Consolidated Natural Gas Company (‘‘Consoli- 
dated”), a registered holding company, has filed a 
declaration, and amendments thereto, with this 
Commission pursuant to Sections 6(a), 7 and 
12(c) of the Public Utility Holding Company Act of 
1935 (“Act”), and Rule 42 promulgated thereunder 
regarding the following transaction. 


By order of March 1, 1976 (HCAR No. 19409), the 
Commission authorized Consolidated to solicit 
proxies to amend its Certificate of Incorporation, 
the effect of which amendment was to permit Con- 
solidated to sell authorized and unissued shares of 
its common stock, free of preemptive rights to (a) 
an employee stock ownership plan (“ESOP”’) 





whereby Consolidated would be permitted by fed- 
eral tax law to fund the plan by reducing its taxes 
in an amount equal to such funding and/or, (b) a 
dividend reinvestment plan (“DRP”) available to 
Consolidated’s common stockholders. Following 
stockholder approval of the amendment, Consoli- 
dated sought and obtained, by orders of the Com- 
mission dated July 19, 1976 (HCAR No. 19616) 
and March 24, 1978 (HCAR No. 20502), authority 
to issue and sell up to 750,000 shares of its said 
common stock to the DRP and ESOP through De- 
cember 31, 1979. 


As of February 20, 1979, Consolidated realized in 
excess of $19,800,000 through the sale of its 
common stock to the DRP and ESOP. Taking into 
consideration administrative and other costs, the 
net amount realized through these vehicles is 
greater than what might have been gained through 
the public sale of a comparable number of shares 
through underwriters. Accordingly, Consolidated’s 
Board of Directors has authorized continuance of 
the said plans and authorized, subject to the ap- 
proval of this Commission, the issuance and sale 
of an additional 1,000,000 shares of Consoli- 
dated’s common stock for such purpose. These 
shares, as were the original 750,000 shares, will 
be registered in accordance with the requirements 
of the Securities Act of 1933. The terms and con- 
ditions of the DRP are unchanged from those pre- 
viously set forth in Commission orders dated July 
19, 1976 and March 24, 1978 (HCAR Nos. 19616 
and 20502, respectively). 


Consolidated now seeks authorization for the is- 
suance and sale, from time to time through De- 
cember 31, 1981, of a maximum of 1,000,000 
shares of its common stock, $8 par value to the 
Agent for the common stockholders of Consoli- 
dated participating in the DRP and to the Trustees 
of the ESOP. At present, Consolidated has a total 
authorized capital stock of 24,500,000 shares, di- 
vided into 2,500,000 shares of preferred stock of 
the par value of $100 each, and 22,000,000 
shares of common stock of the par value of $8 
each. Of the preferred stock authorized, 500,000 
shares are issued and outstanding and 19,441,677 
shares of common stock were held by 70,204 
stockholders as of February 28, 1979. 


The fees, expenses and commissions paid or to be 
incurred in connection with the proposed transac- 
tion are estimated to total $99,000, including 


printing fees of $10,000, accountants’ fees of 
$9,000, geologists’ fees of $7,500, agents’ fees of 
$32,500, listing fees of $4,000, service charges 
performed by Consolidated Natural Gas Service 
Company, Inc., of $25,000 and miscellaneous ex- 
penses of $1,600. It is stated that no state or fed- 
eral commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21029), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that 
said declaration, as amended, be permitted to be- 
come effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21090/June 7, 1979 


In the Matter of 
LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 


New Orleans, Louisiana 70174 


(70-6321) 
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NOTICE OF PROPOSED ISSUANCE AND SALE 
OF PREFERRED STOCK AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Louisiana Power 
& Light Company (‘Louisiana’), an electric utility 
subsidiary of Middle South Utilities, Inc. (“Middle 
South”), a registered holding company, has filed a 
declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6(a) and 7 of the Act 
and Rule 50 promulgated thereunder as applicable 
to the proposed transaction. All interested persons 
are referred to the declaration, which is sum- 
marized below, for a complete statement of the 
proposed transaction. 


Louisiana proposes to issue and sell, subject to 
the competitive bidding requirements of the Act, 
not in excess of 2,400,000 shares of a newly- 
created class of preferred stock, cumulative, $25 
par value. Louisiana’s proposal to amend its 
charter to provide for such $25 preferred stock is 
pending before the Commission (File No. 70- 
6316). The $25 preferred stock is to be estab- 
lished by appropriate corporate action and, except 
as to the number of shares and designation, divi- 
dend rate, the date from which dividends com- 
mence to accumulate, the amounts payable upon 
redemption, the terms and amount of a possible 
sinking fund and matters relating to par value and 
certain voting rights (including matters relating to 
quorums and adjournments), will have the same 
rank and the same relative rights as the presently 
outstanding preferred stock of the company. 


The dividend rate of the $25 preferred stock 
(which will be a multiple of 4/25ths of 1%) and the 
price to be paid to the company for the stock 
(which will be not less than $25 nor more than 
$25.70 per share, plus accumulated dividends, if 
any) will be determined by competitive bidding. 
The terms of such stock will include a prohibition 
until July 1, 1984, against refunding the stock, di- 
rectly or indirectly, with funds derived from the is- 
suance of securities at a lower effective interest or 
dividend cost. Louisiana presently expects that the 
terms of the stock will not include a sinking fund. In 
the event, however, that market conditions require, 
in the opinion of the company, that the terms of the 
stock include a sinking fund, the company may 
amend the declaration to provide therefor. 
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The declaration states that in the event that market 
conditions change so that, in the opinion of the 
company, the market for $100 par value preferred 
stock is more favorable that that for $25 preferred 
stock, Louisiana may amend the declaration to 
propose the issuance and sale of not in excess of 
600,000 shares of its $100 par value preferred 
stock in lieu thereof. 


Louisiana will apply the net proceeds derived from 
the issue and sale of the $25 preferred stock to the 
payment in part of short-term borrowings esti- 
mated to total $120,000,000 at the time the sale 
proceeds are received, to the financing in part of 
the company’s construction program, and to other 
corporate purposes. 


The fees and expenses to be incurred in connec- 
tion with the proposed transactions are estimated 
at $160,000, including legal fees of $47,000 and 
auditors’ fees of $15,000. It is stated that no state 
commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 3, 1979, request in 
writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served person- 
ally or by mail upon the declarant at the above- 
stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after 
said date, the declaration, as filed or as it may be 
amended, may be permitted to become effective 
as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any 
notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 





For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21091/June 7, 1979 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
Westborough, Massachusetts 01581 


(70-6295) 


ORDER AUTHORIZING ISSUE AND SALE OF 
COMMON STOCK PURSUANT TO A DIVIDEND 
REINVESTMENT AND SHARE PURCHASE PLAN 
AND GRANTING REQUEST FOR EXEMPTION 
FROM COMPETITIVE BIDDING 


New England Electric System (“NEES”), a regis- 
tered holding company, has filed with this Com- 
mission an application-declaration pursuant to 
Sections 6(a), 7 and 9 of the Public Utility Holding 
Company Act of 1935 (‘Act’), and Rules 42, 
50(a)(1) and 50(a)(5) promulgated thereunder 
concerning the following proposed transaction. 


By order dated August 1, 1977 (HCAR No. 20121), 
NEES was authorized to issue through August 1, 
1979, a maximum of 500,000 shares of its au- 
thorized common shares, $1 par value, pursuant 
to a Dividend Reinvestment and Common Share 
Purchase Plan. 


NEES now proposes to issue and sell from time to 
time through December 31, 1981, up to 1,500,000 
additional shares of its authorized but unissued 
common stock, par value $1.00, pursuant to a 
Dividend Reinvestment and Common Share Pur- 
chase Plan (‘Plan’). The proceeds of the sale will 
be used for investment in NEES’ subsidiaries, pur- 
chase of additional shares of their capital stocks, 
or capital contributions, for payment of NEES’ in- 
debtedness, or for general purposes. Shares for 


the Plan may come from either unissued common 
shares, or from open market purchases. 


The Plan will be administered by the First National 
Bank at Boston, or such other bank or trust com- 
pany as NEES may from time to time designate. 
All holders of record of NEES’ common shares will 
be eligible to participate. Participants in the Plan 
may: (a) have cash dividends on their common 
shares automatically reinvested at a 5% discount, 
(b) have cash dividends on a portion of their 
shares automatically reinvested at a 5% discount, 
(c) continue to receive their cash dividends and in- 
vest by making optional cash payments (with no 
discount) not more frequently than once a month 
and not less than $25 per payment, or (d) reinvest 
all or a portion of their cash dividends at a 5% dis- 
count and, in addition, invest by making optional 
cash payments (with no discount). The Company 
reserves the right to refuse any optional cash 
payment in excess of $5,000. The price of com- 
mon shares purchased with invested common 
dividends will be 95% of the average of the daily 
averages of the high and low sales prices of the 
common shares on the New York Stock Exchange 
Composite Transactions listing during the last five 
trading days ending with the investment date. The 
price of common shares purchases with optional 
cash payments will be 100% of such average. The 
investment dates are the dividend payment dates 
for the months in which dividends are payable or, if 
such day is not a trading day, the next following 
trading day. For each month in which a dividend is 
not payable, the investment date shall be the first 
trading day of such months. 


A participant may change his investment option at 
any time. All costs of administration of the Plan will 
be paid by NEES. There will be no brokerage 
commissions or service charges to participants in 
connection with purchases under the Plan. A par- 
ticipant will be able to withdraw from the plan at 
any time upon written notice. Upon withdrawal the 
participant will be issued a certificate for the 
number of shares credited to his account and will 
receive a cash payment for the value of any frac- 
tional share. Participants will retain all voting rights 
relating to the shares purchased under the Plan 
and credited to their accounts and shares will be 
voted in accordance with the instructions of the 
participant to whose account they are credited. 


NEES will announce the Plan to its shareholders 
by mailing to them a prospectus. A summary pros- 
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pectus or similar material will be sent to those who 
become shareholders afte; the initial announce- 
ment of the Plan. All shareholders who join the 
Plan will receive a complete prospectus. 


NEES states that the proposed issuance and sale 
of common shares through the reinvestment of 
dividends is exempted from the competitive bid- 
ding requirements of Rule 50 by virtue of 50(a)(1), 
and request an exemption under Rule 50(a)(5) for 
the proposed issuance and sale of common 
shares through the optional cash payments provi- 
sion of the Plan. 


It is stated that no state commission and no fed- 
eral commission, other than this Commission, has 
jurisdiction over the proposed transaction. Fees 
and expenses to be incurred in connection with the 
proposed transaction are $258,000, including 
$200,000 for the services of the agent in the 
transaction. Services rendered by New England 
Power Service Company, an affiliated service 
company of NEES pursuant to the Act, in connec- 
tion with the proposed transaction, will be per- 
formed at actual cost. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act 
(HCAR No. 21026), and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no ad- 
verse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that said application- 
declaration be granted and permitted to become 
effective. 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration be and hereby is granted 
and permitted to become effective forthwith, sub- 
ject to the terms and conditions prescribed in Rule 
24 promulgated under the Act, except that (1) cer- 
tificates thereunder shall be filed quarterly and 
shall disclose (a) for original issue shares, a sum- 
mary of the number of shares issued to plan par- 
ticipants and the total net proceeds realized 
thereby, and (b) for market purchased shares (if 
any), the number of such shares sold to plan par- 
ticipants and the amount of any debits or credits to 
administrative costs of the plan which result from 
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differences between the price at which such 
shares were purchased in the market and the price 
at which they are sold to plan participants, and (2) 
the certificate reporting the results of the last 
quarter of the calendar year shall also disclose a 
summary of the total expenses incurred, directly or 
indirectly, including the separate detail of any 
aggregate credits or debits discussed in (1)(a) 
above, by NEES for operating the Plan during the 
preceding calendar year. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Rel. No. 21092/June 7, 1979 


In the Matter of 


NEW ENGLAND POWER COMPANY 
NEW ENGLAND ELECTRIC SYSTEM 
20 Turnpike Road 

Westborough, Massachusetts 05181 


(70-6317) 


NOTICE OF PROPOSED CAPITAL CONTRIBU- 
TION BY HOLDING COMPANY TO SUBSIDIARY 


NOTICE IS HEREBY GIVEN that New England 
Electric System (“NEES”), a registered holding 
company, and its electric utility subsidiary com- 
pany, New England Power Company (‘“NEPCO”), 
have filed with this Commission an application- 
declaration pursuant to the Public Utility Holding 
Company Act of 1935 (‘Act’), designating Sec- 
tions 9(a), 10 and 12 of the Act and Rules 42(a) 
and 45 promulgated thereunder as applicable to 
the proposed transaction. All interested persons 
are referred to the application-declaration, which is 
summarized below, for a complete statement of 
the proposed transaction. 


NEES proposes to make a capital contribution to 
NEPCO of $20,000,000. NEPCO will use such 
contribution to repay a like amount of its short- 





term promissory notes issued to pay for capital 
expenditures or to reimburse its Treasury therefor. 
As of March 31, 1979, NEPCO has no short-term 
indebtedness outstanding; however, it is antici- 
pated that such indebtedness will aggregate 
$37,000,000 at the time of the proposed capital 
contribution. 


The fees and expenses to be incurred in connec- 
tion with the proposed transaction are estimated at 
$2,500, including $500 of incidental services to be 
performed at cost, by New England Power Service 
Company, an affiliate of NEES. It is stated that no 
state commission and no federal commission, 
other than this Commission, has jurisdiction over 
the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 28, 1979, to re- 
quest in writing that a hearing be held on such 
matter, stating the nature of his interest, the rea- 
sons for such request, and the issues of fact or law 
raised by said application-declaration which he 
desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants-declarants at the above stated address 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with 
the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to be- 
come effective as provided in Rule 23 of the Gen- 
eral Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21093/June 7, 1979 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


(70-6304) 


ORDER AUTHORIZING PROPOSAL TO ENTER 
INTO A REVOLVING CREDIT AGREEMENT 
WITH BANKS 


Middle South Utilities, Inc. (“Middle South’), a 
registered holding company, has filed an 
application-declaration and an amendment thereto 
with this Commission pursuant to Sections 6(a) 
and 7 of the Public Utility Holding Company Act of 
1935 (‘‘Act’’), and Rule 50(a)(2) promulgated 
thereunder concerning the following proposed 
transaction. 


Middle South proposes to enter into a $174.8 mil- 
lion revolving credit agreement (‘‘credit agree- 
ment’) providing for the issuance and sale by Mid- 
dle South of its unsecured short-term promissory 
notes to a group of commercial banks headed by 
Manufacturers Hanover Trust Company 
(“MHTC”). 


Under the terms of the credit agreement, Middle 
South may borrow and reborrow until June 27, 
1980 up to an aggregate principle amount of 
$174.8 million outstanding at any one time, to be 
evidenced by its unsecured promissory notes pay- 
able on June 27, 1980 (“notes”). The notes will be 
issued to the participating banks to the extent of 
their respective participations (collectively, the 
“commitments’”) as follows: 
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Name of Bank 





Manufacturers Hanover Trust Company 
The First National Bank of Chicago 


Bank of America National Trust and Savings Association 
Continental Illinois National Bank and Trust Company of Chicago 


The First National Bank of Boston 

The Northern Trust Company 

Irving Trust Company 

Morgan Guaranty Trust Company of New York 
North Carolina National Bank 

First Pennsylvania Bank, N.A. 

The Fidelity Bank 

Crocker National Bank 

Hartford National Bank and Trust Company 


Each borrowing and each payment by Middle 
South will be pro rata among the participating 
banks according to their respective original com- 
mitments. 


The notes issued will bear interest from the date 
thereof on their unpaid principal amount at a rate 
per annum equal to 110% of the commercial loan 
rate of MHTC from time to time in effect on bor- 
rowings having a 90-day maturity by its most re- 
sponsible and substantial domestic corporate bor- 
rowers (“MHTC rates’). Interest on the notes will 
be payable quarterly on the last business day of 
each September, December, March and June, 
commencing September 28, 1979, or upon pay- 
ment of the unpaid principal amount thereof. 


Middle South will agree to pay to each participat- 
ing bank a commitment-fee for the period from 
June 29, 1979, to and including June 27, 1980 (or 
any earlier date of termination of the commit- 
ments) computed at the rate of v2 of 1% per 
annum on the average daily unused portion of the 
commitments in effect during the period for which 
payment is made. Such commitment fee will be 
payable to each participating bank quarterly on the 
last business day of each September, December, 
March and June, commencing September 28, 
1979, and on the date upon which Middle South 
shall terminate the commitments. 


Based upon an MHTC rate of 11-3/4% per annum, 
the effective interest cost of the proposed borrow- 
ings would be 12.93% per annum. 
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Maximum Principal 
Amount to be 
Borrowed 





$49,040,000 
28,000,000 
20,000,000 
16,000,000 
12,000,000 
8,880,000 
8,880,000 
8,000,000 
8,000,000 
4,000,000 
4,000,000 
4,000,000 
4,000,000 
$174,800,000 











Middle South presently intends to repay the notes 
out of the proceeds of the sale of additional shares 
of its common stock. The notes will be prepayable 
at any time on two business days’ notice in whole 
or in part without premium. Middle South shall 
have the right at any time on three business days’ 
notice to the participating banks to terminate or, 
from time to time, to reduce the commitments, at 
which time it will prepay the notes and accrued 
interest thereon to the extent that the aggregate 
principal amount thereof then exceeds the com- 
mitments. 


The initial borrowing under the credit agreement 
will be used for the payment of short-term notes 
issued by Middle South to MHTC and various 
commercial banks under an existing credit agree- 
ment dated as of June 29, 1978, which borrowings 
were approved by this Commission on June 15, 
1978 (HCAR No. 20593). As of February 28, 1979, 
no notes were outstanding under the existing 
credit agreement, but it is estimated that at the 
time the initial borrowing is made under the credit 
agreement such notes payable will amount to ap- 
proximately $110 million. The proceeds of the bor- 
rowings under the existing credit agreement were, 
or will have been, utilized by Middle South to pur- 
chase, at various times, the common stocks of 
certain of its subsidiary companies. 


Subsequent borrowings under the credit agree- 
ment will be used by Middle South to purchase 
additional common stock of its subsidiaries. The 
issuance and acquisition of such common stock 





will be the subject of separate filings with this 
Commission by Middle South and the appropriate 
subsidiary, and these filings will set forth the pur- 
pose or purposes toward which the proceeds de- 
rived from the sale of such common stock will be 
used. 


No separate fees, commissions or expenses are to 
be incurred in connection with the proposed trans- 
actions. It is stated that no state commission and 
no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transac- 
tions. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act 
(HCAR No. 21030), and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no ad- 
verse findings are necessary; and that it appropri- 
ate in the public interest and in the interest of in- 
vestors and consumers that said application- 
declaration, as amended, be granted and per- 
mitted to become effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become effec- 
tive forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10716/June 4, 1979 


In the Matter of 
PAINE WEBBER CASHFUND, INC. 


815 Connecticut Avenue, N.W. 
Washington, D.C. 20006 


(812-4464) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT GRANTING EXEMPTION FROM THE PRO- 
VISIONS OF RULES 2a-4 AND 22c-1 UNDER 
THE ACT 


On May 7, 1979, a notice was issued (investment 
Company Act Release No. 10685) of an applica- 
tion filed on April 18, 1979, by Paine Webber 
Cashfund, Inc. (“Applicant”), an open-end, diver- 
sified, management investment company regis- 
tered under the Investment Company Act of 1940 
(“Act”), for an order pursuant to Section 6(c) of the 
Act exempting Applicant from the provisions of 
Rules 2a-4 and 22c-1 under the Act, to the extent 
necessary to permit Applicant to compute its price 
per share, for the purpose of effecting sales, re- 
demptions and repurchases of its shares, to the 
nearest one cent on a share value of one dollar. 


The notice gave interested persons an opportunity 
to request a hearing and stated that an order dis- 
posing of the application would be issued as of 
course unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter has been considered, and it is found 
that the granting of the requested exemption is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from the 
provisions of Rules 2a-4 and 22c-1 under the Act, 
to the extent requested, be and hereby is, granted, 
effective forthwith, subject to the following condi- 
tions to which Applicant has consented: 


(1) Applicant’s Board of Directors, in supervising 
Applicant’s operations and delegating special re- 
sponsibilities involving portfolio management to its 
investment adviser, will undertake, as a particular 
responsibility within its overall duty of care owed to 
its shareholders, to assure to the extent rea- 
sonably practicable, taking into account current 
market conditions affecting Applicant's investment 
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objectives, that Applicant’s price per share as 
computed for purposes of distribution, redemption 
and repurchase, rounded to the nearest one cent, 
will not deviate from $1.00; 


(2) Applicant will maintain a dollar-weighted aver- 
age portfolio maturity appropriate to its objective of 
maintaining a stable price per share, and it will not 
(i) purchase a portfolio security with a remaining 
maturity of greater than one year, or (ii) maintain a 
dollar-weighted average portfolio maturity in ex- 
cess of 120 days; and 


(3) Applicant’s purchase of portfolio securities, in- 
cluding repurchase agreements, will be limited to: 


(a) U.S. Treasury Bills and other obligations is- 
sued or guaranteed as to interest and principal by 
the U.S. Government, its agencies and in- 
strumentalities. 


(b) Obligations of U.S. banks (including certifi- 
cates of deposit and bankers’ acceptances) having 
total assets at the time of purchase in excess of 
$1.5 billion. 


(c) Commercial paper, including variable amount 
master notes, rated A-1 at the time of purchase by 
Standard & Poor's or P-1 or better by Moody’s, or 
if not rated, which is issued by companies having 
an outstanding debt issue rated AA or better at the 
time of purchase by Standard & Poor’s or Aa or 
better by Moody’s. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10717/June 4, 1979 


In the Matter of 


ADVANCE INVESTORS CORPORATION 
125 High Street 
Boston, Massachusetts 02110 


(811-2647) 


ORDER PURSUANT TO SECTION 8(f) OF THE 
ACT DECLARING THAT APPLICANT HAS 
CEASED TO BE AN INVESTMENT COMPANY 


On May 4, 1979, a notice was issued (Investment 
Company Act Release No. 10683) stating that Ad- 
vance Investors Corporation (‘Applicant’), regis- 
tered under the Investment Company Act of 1940 
(“Act”) as an open-end, diversified management 
investment company, filed an application of Feb- 
ruary 14, 1979, and an amendment thereto on May 
2, 1979, pursuant to Section 8(f) of the Act, for an 
order declaring that Applicant has ceased to be an 
investment company as defined by the Act. 


The notice gave interested persons an opportunity 
to request a hearing and stated that an order dis- 
posing of the application would be issued as of 
course unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter has been considered, and it is found 
that Applicant has ceased to be an investment 
company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Advance Investors 
Corporation under the Act shall forthwith cease to 
be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 
Release No. 10718/June 4, 1979 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE 

INSURANCE COMPANY 

and 

MASSMUTUAL CORPORATE INVESTORS, INC. 
1295 State Street 

Springfield, Massachusetts 01111 


(812-4461) 


ORDER PURSUANT TO SECTION 17(d) OF THE 
ACT AND RULE 17d-1 THEREUNDER AMEND- 
ING PRIOR ORDER PERMITTING CERTAIN 
JOINT TRANSACTIONS. 


Massachusetts Mutual Life Insurance Company 
(“Insurance Company’), a mutual life insurance 
company organized under the laws of the Com- 
monwealth of Massachusetts, and MassMutual 
Corporate Investors, Inc. (‘Fund’), registered 
under the Investment Company Act of 1940 
(“Act”) as a non-diversified, closed-end, manage- 
ment investment company (hereinafter, the Insur- 
ance Company and the Fund are collectively re- 
ferred to as ‘“‘Applicants’), filed an application on 
May 7, 1979, and an amendment thereto on May 
25, 1979, for an order amending the conditions 
contained in a prior order of the Commission (In- 
vestment Company Act Release No. 6690, August 
19, 1971) (‘1971 Order’) pursuant to Section 
17(d) of the Act and Rule 17d-1 thereunder, which 
order permits the Insurance Company (which 
serves as investment adviser to the Fund) to in- 
vest concurrently for its general account in each 
issue of securities purchased by the Fund at direct 
placement. 


On May 10, 1979, a notice was issued (Investment 
Company Act Release No. 10688) of the filing of 
the application. The notice gave interested per- 
sons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing 
should be ordered. No request for a hearing has 
been filed, and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found, on 
the basis of information stated in the application, 


that the participation of the Fund in the proposed 
transactions on the basis proposed will be consist- 
ent with the provisions, policies and purposes of 
the Act, and that such participation will be on a 
basis not less advantageous than that of other 
participants. Accordingly, 


IT IS ORDERED, pursuant to Section 17(d) of the 
Act and Rule 17d-1 thereunder, that the 1971 
Order be, and hereby is, amended, effective forth- 
with, to permit the Insurance Company to invest 
concurrently for its general account in each issue 
of securities purchased by the Fund at direct 
placement subject to the following conditions (in 
lieu of those conditions contained in the 1971 
Order): 


1. Each time the Insurance Company proposes to 
participate in a direct placement involving its pur- 
chase of securities the purchase of which would 
be consistent with the investment policies of the 
Fund, the Insurance Company will offer the Fund 
an opportunity to purchase an amount of each 
class of such securities equal to the amount of 
such securities proposed to be purchased by the 
Insurance Company. The Fund may choose to 
purchase none of such securities or an amount of 
such securities up to the entire amount of securi- 
ties offered to it by the Insurance Company. 


2. If the Fund chooses to participate in a direct 
placement and share equally with the Insurance 
Company in each class of such securities, the In- 
surance Company and the Fund may purchase 
such securities at the same times and at the same 
unit prices without further order of the Commis- 
sion. 


3. If the Fund chooses to participate in a direct 
placement on a basis other than an equal basis 
with the Insurance Company, an application for an 
order of the Commission specifically permitting 
such unequal participation must be filed with the 
Commission pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder. In the event that the 
Commission shall not enter such an order prior to 
the scheduled closing date for the acquisition of 
such securities by the Fund, the Insurance Com- 
pany will purchase the portion of such securities 
intended to be purchased by the Fund and will 
apply for an order of the Commission under Sec- 
tion 17(b) of the Act permitting the Insurance 
Company to sell such securities to the Fund at the 
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price paid by the Insurance Company, plus ac- 
crued interest or dividends (and, in the case of any 
debt securities purchased by the Insurance Com- 
pany for less or more than the principal amount 
‘thereof, adjusted to reflect the accrual of the origi- 
nal discount or the amortization of the original 
premium). If such order of the Commission shall 
be entered within three months after such closing 
date, then the Insurance Company shall sell to the 
Fund the portion of such securities which had 
been intended to be purchased by the Funds, such 
sale to be made at the price described in the pre- 
ceding sentence. If such order shall not be granted 
within three months after such closing date, then 
the Insurance Company’s obligation to sell such 
securities to the Fund will terminate. 


4. If the Fund chooses not to participate in a direct 
placement offered to it by the Insurance Company, 
the Fund’s decision must be approved by the 
Board of Directors of the Fund, including a majority 
of the directors of the Fund who are not “‘in- 
terested persons” of the Fund, as defined in the 
Act. The Fund’s determination not to participate in 
a direct placement and the reasons therefor will be 
recorded and become a part of the permanent 
records of the Fund. 


5. Unless otherwise permitted by special order of 
the Commission, neither the Insurance Company 
nor the Fund will exercise warrants of a class held 
by both the Fund and the Insurance Company or 
conversion privileges or other rights relating to se- 
curities of a class held by both the Fund and the 
Insurance Company, except at the same times and 
in amounts proportionate to their respective hold- 
ings of such securities. 


6. Unless otherwise permitted by special order of 
the Commission, neither the Insurance Company 
nor the Fund will sell, exchange or otherwise dis- 
pose of any interest in any security of a class held 
by both the Fund and the Insurance Company un- 
less such dispositions are made at the same 
times, for the same unit consideration and in 
amounts proportionate to their respective holdings 
of such securities. 


7. The expense, if any, of the distribution of any 
securities registered for sale under the Securities 
Act of 1933 and sold by the Insurance Company 
and the Fund at the same time will be shared by 
the Insurance Company and the Fund in propor- 
tion to the respective amounts they are selling. 
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For purposes of this order, any securities pur- 
chased or held by Applicants which are identical in 
all respects except for the fact that only the Fund’s 
securities have voting rights shall be considered to 
be of the same class of securities. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10719/June 6, 1979 


In the Matter of 


INSURED MUNICIPALS-INCOME TRUST 

INVESTORS’ CORPORATE-INCOME TRUST 

INVESTORS’ MUNICIPAL-YIELD TRUST 

INVESTORS’ GOVERNMENTAL SECURITIES- 
INCOME TRUST 

VAN KAMPEN SAUERMAN, INC. 

DAIN, KALMAN & QUAIL, INC. 


clo VAN KAMPEN SAUERMAN, INC. 
208 South LaSalle Street 
Chicago, Illinois 60604 


(812-4226) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER AMENDING A PREVIOUS ORDER 
GRANTING EXEMPTION FROM THE PROVI- 
SIONS OF SECTION 22(d) OF THE ACT PUR- 
SUANT TO SECTION 6(c) OF THE ACT AND 
PERMITTING AN OFFER OF EXCHANGE PUR- 
SUANT TO SECTION 11 OF THE ACT. 


NOTICE IS HEREBY GIVEN that Insured 
Municipals-Income Trust (the “Municipal Fund”), 
Investors’ Corporate-income Trust (the “Corporate 
Fund”), Investors’ Municipal-Yield Trust (the 
“Municipal Yield Fund”) and Investors’ Gov- 
ernmental Securities-Income Trust (the “Govern- 
ment Fund’), registered under the Investment 
Company Act of 1940 (the ‘“Act’’) as unit invest- 
ment trusts (collectively referred to herein as the 





“Funds”), their sponsor, Van Kampen Sauerman, 
Inc., and a cosponsor of the Corporate Fund, Dain, 
Kalman & Quail, Inc. (collectively referred to as the 
“Applicants’”’), filed an application on April 20, 
1979, and amendments thereto on May 8, 1979 
and May 14, 1979, requesting an order of the 
Commission amending in the manner described 
below an earlier order of the Commission dated 
November 28, 1978 (Investment Company Act 
Release No. 10498), which earlier order amended 
an order of the Commission dated October 17, 
1978 (Investment Company Act Release No. 
10442), which order amended an order of the 
Commission dated January 31, 1978 (Investment 
Company Act Release No. 10109. These orders 
pursuant to Section 6(c) of the Act exempted from 
the provisions of Section 22(d) of the Act the offer 
and sale of units of the Funds pursuant to a con- 
version option (the Plan’), and pursuant to Section 
11 of the Act permitted the Funds to offer their 
units at net asset value plus a fixed dollar sales 
charge pursuant to the Plan. All interested persons 
are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Under the Plan, as currently administered, a cer- 
tificateholder in one of the Funds wishing to dis- 
pose of his units in a series of that Fund for which 
a secondary market is being maintained has the 
option to convert his units into units of another 
Fund (e.g., Corporate into Municipal, Municipal 
into Government) of any series for which units are 
available for sale. The Applicants state that the 
purpose of the Plan is to provide investors in each 
of the Funds a convenient and less costly means 
of transferring interests as their investment re- 
quirements change. The Applicants state that the 
respective sponsors have indicated that they in- 
tend to maintain a market for the units of each 
series of the respective Funds; however there is 
no obligation to maintain such a market. Con- 
sequently, the respective sponsors reserve the 
right to modify, suspend or terminate the Plan at 
any time without further notice to certificatehol- 
ders. 


Under the Plan as originally proposed, the Appli- 
cants state that they intended to have each con- 
version transaction operate in a manner essen- 
tially identical to any secondary market transac- 
tion. Since Van Kampen Sauerman, Inc. elected to 
price the securities in the underlying portfolios of 
each series of each Fund on a weekly basis, it was 


required to make all purchases in the secondary 
market at a price based on the offering side evalu- 
ation of such portfolio securities. As a result, each 
converion transaction was effected at a price 
based on the offering side evaluation of the 
portfolio securities of the Funds involved in the 
transaction. However, Van Kampen Sauerman, 
Inc. has decided recently to elect to price the 
portfolio securities of the Municipal Fund, the 
Government Fund, and the Municipal Yield Fund 
(the “Daily Valued Funds’) on a daily basis and to 
maintain the secondary market for the units of the 
Daily Valued Funds at a price based on the bid 
side evaluation of the underlying portfolio securi- 
ties for each Fund. In connection therewith, the 
sales charges relating to such secondary market 
resales will be revised. The Applicants state that 
the sales charges that will be added to the price of 
units in the secondary market of the Municipal 
Fund, Municipal Yield Fund and the Government 
Fund will be 5.7%, 6.2% and 4.0%, respectively, of 
the related public offering prices for such Funds. 
The sales charges during the initial offering of 
units of such Funds will be 4.7%, 5.2% and 3.5%, 
respectively, of the related public offering prices. 
The Corporate Fund will continue to be valued for 
both primary and secondary market transactions at 
a price based on the offering side evaluation of the 
underlying portfolio securities of that Fund and will 
continue to charge a 4.5% sales charge for both 
primary and secondary market transactions. As a 
result of the foregoing changes, the Applicants 
propose that the conversion option be amended to 
permit the purchase of units from certificateholders 
of the Daily Valued Funds at prices based on the 
bid side evaluation of the units of such Funds 
being purchased, and the resale of units upon 
conversion to such certificateholders at prices 
based on the bid side evaluation of units in the 
case of resales of units of the other Daily Valued 
Funds and at prices based on the offering side 
evaluation of units in the case of resales of units of 
the Corporate Fund. In addition, the Applicants 
propose that the conversion option relating to the 
Corporate Fund be amended to permit the pur- 
chase of units from certificateholders of that Fund 
at prices based on the offering side evaluation of 
the units being purchased, and the resale of units 
upon conversion to such certificateholders at 
prices based on the bid side evaluation of units of 
the Daily Valued Funds being sold. 


The Applicants state that the Plan will operate es- 
sentially in the same manner as in the original ap- 
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plication, as amended. In addition to the change in 
the procedure of evaluating the underlying 
portfolio securities of the Daily Valued Funds from 
weekly to daily pricing, the Applicants state that 
the conversion option will only be available for 
conversions into secondary market units of the 
Funds. The original application, as amended, 
stated that conversions could be made into either 
primary or secondary market units of the Funds. 
The Applicants state that restricting the conversion 
option to conversions into secondary market units 
of the Funds is appropriate in light of the revisions 
that have been made in the method of determining 
the net asset value of the Daily Valued Funds and 
the varying sales charges between the primary 
and secondary markets for sale of units of such 
Funds. 


The Applicants state that as a result of the differ- 
ences in methods of evaluation and sales charges 
between primary and secondary market transac- 
tions in the Daily Valued Funds, a potential for 
abuse in effecting conversion transactions under 
the Plan may occur. Currently, each of the units of 
the Funds may be converted into units of one or 
more of the other Funds for a special sales charge 
of $15.00 per unit. It is possible because of the 
different methods of valuing units (i.e., bid and of- 
fering price) and the varying sales charges im- 
posed by the Funds, that there could be created 
inequities between a person buying units of a 
Fund directly and another person acquiring units 
through the Plan. To be specific, person could ac- 
quire units in one Fund, immediately convert such 
units into another Fund and pay a lower sales 
charge than would a person acquiring units in the 
same Fund directly. The Applicants state that 
under normal circumstances this situation is un- 
likely to arise since the initial sales charge on the 
units being converted plus the conversion sales 
charge usually will exceed the sales charge re- 
lated to direct purchases of the units being ac- 
quired through the Plan. However, given the dif- 
ferences in sales charges between the Funds a 
spread will occur in most conversions and thus the 
potential for discrimination exists. The Applicants 
further state that they believe after a cer- 
tificateholder has held his Fund units for an 
adequate period of time the discriminatory nature 
of his effecting a conversion transaction is not as 
compelling, and thus argue that the potential 
abuses outlined above are not material if the con- 
verting certificateholder has held his Fund units for 
at least an eight month period of time. Thus, the 
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Applicants propose that certificateholders who 
have owned units in the various Funds for a period 
of eight months or more be allowed to exercise the 
conversion option and acquire units of one or more 
of the other Funds at net asset value plus a sales 
charge of $15.00 per unit. Furthermore, the Appli- 
cants state that any certificateholders who wish to 
convert their units prior to the expiration of the 
eight month period be allowed to exchange such 
units at net asset value (bid side evaluation in the 
case of the Daily Valued Funds and offering side 
evaluation in the case of the Corporate Fund) plus 
a sales charge based on the greater of $15.00 per 
unit or an amount which together with the initial 
amount paid to acquire the units being converted 
equals the highest price during the initial public 
offering of the units of the Fund into which the 
conversion is being effected. The highest price 
during the initial public offering of units in each 
Fund is based on the offering side evaluation of 
the underlying securities in the portfolios of such 
Funds (rather than the bid side evaluation thereof) 
except for bid side evaluations of existing Fund 
units, if any, deposited in the Daily Valued Funds. 


The Applicants state that in the case of cer- 
tificateholders of the Daily Valued Funds who wish 
to exercise the conversion option to acquire units 
of the Corporate Fund, such certificateholders will 
be selling their units in the Daily Valued Funds at a 
price based on the bid side evaluation of such 
units and acquiring units at a price based on the 
offering side evaluation. The Applicants state that 
this is neither unfair nor inequitable to any cer- 
tificateholder since all certificateholders who ac- 
quire units of the Corporate Fund in the secondary 
market will be required to purchase such units at a 
price based on the offering side evaluation. Fur- 
thermore, the Applicants state that participation in 
the Plan is optional and that no certificateholder is 
obligated to exercise the conversion option. The 
Applicants represent that the pricing procedures 
for the Funds will be clearly stated in all related 
disclosure documents. Thus, the Applicants state 
that the proposed changes in the conversion op- 
tion will be fair and equitable to all certificatehol- 
ders. Finally, the Applicants assert that the funda- 
mental purpose underlying the conversion option 
(providing existing certificateholders an opportu- 
nity to reinvest the proceeds from the sale of their 
Fund units into units of a series of another Fund at 
a reduced sales charge) will be as sound, justifi- 
able and fair to all certificateholders under the 
changes that are proposed to be made in the Plan 





as it was under the Plan, as currently adminis- 
tered. 


Section 11 (c) of the Act provides, among other 
things, that exchange offers involving registered 
unit investment trusts are subject to the provisions 
of Section 11(a) of the Act irrespective of the basis 
of exchange. Section 11(a) of the Act provides, in 
pertinent part, that it shall be unlawful for any reg- 
istered open-end company or any principal under- 
writer for such a company to make, or cause to be 
made, an offer to the holder of a security of such 
company or any other open-end investment com- 
pany to exchange his security for a security in the 
same or another such company on any basis other 
than the relative net asset values of the respective 
securities to be exchanged, unless the terms of 
the offer have first been submitted to and ap- 
proved by the Commission. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company or principal 
underwriter thereof shall sell any redeemable se- 
curity issued by such company to any person ex- 
cept at a current offering price described in the 
prospectus. The sales charge described in the 
prospectus of each of the Funds for effecting reg- 
ular secondary market purchase and sale transac- 
tions is greater than the sales charge which will be 
applicable to transactions under the Plan. Rule 
22d-1 under the Act permits certain variations in 
sales charges, none of which it is alleged will be 
applicable to transactions under the Plan. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security, or transaction, or any class or 
classes of persons, securities, or transactions from 
any provision of the Act or of any rule or regulation 
under the Act, if and to the extent such exemption 
is necessary or appropriate in the public interest 
and consistent with the protection of investors and 
the purposes fairly intended by the policy and pro- 
visions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may not later than June 28, 1979, at 5:30 
p.m., submit to the Commission in writing a re- 
quest for a hearing on the application accom- 
panied by a statement as to the nature of his inter- 
est, the reasons for such request and the issues, if 
any, of fact or law proposed to be controverted, or 


he may request that he be notified if the Commis- 
sion shall order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Secu- 
rities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be 
served personally or by mail upon the Applicants 
at the address stated above. Proof of such service 
(by affidavit, or in the case of an attorney-at-law by 
certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an 
order disposing of the application herein will be is- 
sued as of course following said date unless the 
Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Per- 
sons, who request a hearing or advice as to 
whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10720/June 5, 1979 


In the Matter of 


STEINROE CASH RESERVES, INC. 
150 South Wacker Drive 
Chicago, Illinois 60606 


(812-4479) 


NOTICE OF APPLICATION PURSUANT TO SEC- 
TION 6(c) OF THE ACT FOR ORDER OF 
EXEMPTION FROM RULES 2a-4 AND 22c-1 
UNDER THE ACT 


NOTICE IS HEREBY GIVEN that SteinRoe Cash 
Reserves, Inc. (“Applicant”), registered under the 
Investment Company Act of 1940 (“Act”) as an 
open-end, diversified management investment 
company, filed an application on May 23, 1979, for 
an order of the Commission, pursuant to Section 
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6(c) of the Act, exempting Applicant from the pro- 
visions of Rules 2a-4 and 22c-1 under the Act to 
the extent necessary to permit Applicant to com- 
pute its net asset value per share, for the purpose 
of effecting sales, redemptions and repurchases of 
its shares, to the nearest one cent on a share 
value of one dollar. Applicant represents that in all 
other respects, its portfolio securities will be val- 
ued in accordance with the views of the Commis- 
sion, set forth in Investment Company Act Release 
No. 9786 (May 31, 1977) (“IC-9786’’). All in- 
terested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant states that it is a “money market” fund 
that seeks to obtain maximum current income con- 
sistent with preservation of capital and the mainte- 
nance of liquidity by investing in short-term money 
market instruments such as United States gov- 
ernment obligations and commercial paper. Appli- 
cant states that it values United States govern- 
ment obligations with a maturity of more than 60 
days at the most recent bid price or yield equiva- 
lent at the time of valuation and other money mar- 
ket securities with a maturity of more than 60 days 
at a fair value using a procedure determined in 
good faith by Applicant’s Board of Directors. Appli- 
cant represents that this procedure includes the 
use of a matrix prepared by its investment adviser 
which classifies money market instruments ac- 
cording to various characteristics, including type, 
maturity and quality, assigning valuations to each 
such security based on yield equivalent quotations 
obtained by the investment adviser from dealers. If 
the adviser believes that such a valuation does not 
represent a fair value, it presents, for approval by 
a committee of Applicant’s Board of Directors, 
such other valuation (which may be a “readily 
available market quotation”) as the adviser con- 
siders to represent a fair valuation. Applicant fur- 
ther states that securities having maturities of 60 
days or less from the date of valuation are valued 
on an amortized cost basis. Applicant represents 
that it determines net asset value for purposes of 
effecting sales, redemptions and repurchase of its 
shares as of the close of trading on each day the 
New York Stock Exchange is open for trading. 


Rule 22c-1 under the Act provides, in part, that no 
registered investment company issuing any re- 
deemable security shall sell, redeem, or repur- 
chase any such security except at a price based 
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on the current net asset value of such security 
which is next computed after receipt of a tender of 
such security for redemption or of an order to pur- 
chase or sell such security. Rule 2a-4 under the 
Act provides, as here relevant, that “current net 
asset value” of a redeemable security issued by a 
registered investment company used in computing 
its price for the purposes of distribution and 
redemption shall be determined with reference to 
(1) current market value for portfolio securities 
with respect to which market quotations are readily 
available and (2) for other securities and assets, 
fair value as determined in good faith by the board 
of directors of the registered company. In IC-9786 
the Commission expressed its view that it is incon- 
sistent with Rule 2a-4 for certain money market 
funds to “round off” calculations of their net asset 
value of $1.00, because such a calculation might 
have the effect of masking the impact of changing 
values of portfolio securities and therefore might 
not “reflect” its portfolio valuation as required by 
Rule 2a-4. 


Section 6(c) of the Act provides, in part, that the 
Commission may, upon application, exempt any 
person, security, or transaction, or any class or 
classes of persons, securities or transactions, from 
any provision or provisions of the Act and the rules 
thereunder, if and to the extent that such exemp- 
tion is necessary or appropriate in the public inter- 
est and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


Applicant requests an exemption to permit it to 
maintain its net asset value at $1.00 per share by 
rounding off its calculation of net asset value to the 
nearest cent. Applicant submits that the granting 
of such exemption would be appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Applicant repre- 
sents that many shareholders, including both fi- 
nancial institutions and individuals, have advised 
Applicant that they strongly favor a stable $1.00 
net asset value per share, and that its manage- 
ment believes that a stable $1.00 net asset value 
would benefit Applicant and its shareholders be- 
cause: 


1. Shareholders would have the con- 
venience of being able to determine the 
value of their holdings simply by know- 
ing the number of shares they own. 





Consequently, their maintenance of in- 
vestment records would be simplified. 


2. Applicant could be more competitive 
with the increasing number of money 
market mutual funds that attempt to 
maintain a $1.00 net asset value per 
share. 


3. Shareholders and potential share- 
holders generally are not concerned 
with the minor differences which might 
occur between yield achieved through 
“market” pricing and the yield computed 
by using the “penny rounding” valuation 
method described herein. 


4. |f the net asset value were in fact 
maintained at a constant price, there 
would be no realization of nominal cap- 
ital gains and losses that might other- 
wise occur with a “floating” net asset 
value. 


Applicant represents that to maintain the stability 
of its net asset per share at $1.00, its Board of 
Directors may reduce or suspend the payment of 
dividends on Applicant's shares if the net asset 
value per share should decline below $.997 and 
may supplement such dividends with other dis- 
tributions if the net asset value per share should 
arise above $1.003. Applicant states that, in addi- 
tion, in order to maintain the stability of its price 
per share, Applicant will adhere to the following 
conditions: 


1. Applicant's Board of Directors, in 
supervising Applicant's operations and 
delegating special responsibilities in- 
volving portfolio management to Appli- 
cant’s investment adviser, undertakes 
(as a particular responsibility within the 
Board’s overall duty of care owed to Ap- 
plicant’s shareholders) to assure, to the 
extent reasonably practicable, taking 
into account current market conditions 
affecting Applicant’s investment objec- 
tive, that Applicant’s net asset value per 
share as computed for purposes of ef- 
fecting sales, redemptions and repur- 
chases of its shares, rounded to the 


2. Applicant will seek to maintain a 
dollar-weighted average portfolio matur- 
ity appropriate to its objective of main- 
taining a stable price per share, and 
Applicant will not (i) purchase an in- 
strument with a remaining maturity 
greater than one year, or (ii) maintain a 
dollar-weighted average portfolio matur- 
ity in excess of 120 days. 


3. Applicant’s purchases of portfolio in- 
vestments will be limited to the follow- 
ing: 


a. Securities issued or guaranteed by 
the United States government. 


b. Obligations issued or guaranteed 
by agencies or instrumentalities of 
the United States government. 


c. Certificates of deposit and bankers’ 
acceptances of United States banks 
having total assets in excess of $1 
billion and of foreign branches of 
such United States banks. 


d. Commercial paper at time of pur- 
chase rated Prime-1 by Moody’s In- 
vestors Service, Inc. (‘“‘Moody’s’”’), 
A-1 by Standard & Poor's Corpora- 
tion (“S&P”) or, if unrated, issued or 
guaranteed by a corporation with out- 
standing debt rated Aa or better by 
Moody’s or AA or better by S&P. 


e. Corporate notes, bonds, and de- 
bentures rated Aa or better by 
Moody’s or AA or better by S&P at 
time of purchase. 


f. Repurchase agreements pertaining 
to securities issued or guaranteed by 
the United States government or its 
agencies or instrumentalities, pro- 
vided that such agreements are lim- 
ited to transactions with financial in- 
stitutions believed by Applicant's in- 
vestment adviser to present minimal 
credit risks. 


nearest one cent, will not deviate from NOTICE IS FURTHER GIVEN that any interested 
$1.00. person may, not later than July 2, 1979, at 5:30 
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p.m., submit to the Commission in writing a re- 
quest for a hearing on the matter accompanied by 
a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
A copy of such request shall be served personally 
or by mail upon Applicant at the address stated 
above. Proof of such service (by affidavit or, in the 
case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As pro- 
vided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of 
the application will be issued as of course follow- 
ing said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is or- 
dered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10721/June 7, 1979 


In the Matter of 


UNIFUND, INC. 
727 S. Main Street 
Burbank, California 91506 


(811-1296) 


ORDER PURSUANT TO SECTION 8(f) OF THE 
ACT DECLARING THAT APPLICANT HAS 
CEASED TO BE AN INVESTMENT COMPANY. 


On May 1, 1979, a notice was issued (Investment 
Company Act Release No. 10679) of an applica- 
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tion filed on May 11, 1978, by Unifund, Inc. (‘“‘Ap- 
plicant’”’), registered under the Investment Com- 
pany Act of 1940 (‘Act’) as a diversified, open- 
end, management investment company, request- 
ing an order of the Commission, pursuant to Sec- 
tion 8(f) of the Act, declaring that Applicant has 
ceased to be an investment company as defined 
by the Act. 


The notice gave interested persons an opportunity 
to request a hearing and stated that an order dis- 
posing of the application would be issued as of 
course unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter having been considered, it is found that 
Applicant has ceased to be an investment com- 
pany as defined by the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the 
Act, that the registration under the Act of Unifund, 
Inc., shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 8771/June 5, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
HOUSTON COMPLEX, INC., ET AL., 

(U.S.D.C. for the District of Nevada, Civil Action 
No. 79-57-RDF) 


Leonard H. Rossen, Administrator of the Los 
Angeles Regional Office, announced that on April 
2, 1979, the Commission filed a civil action in the 
federal district court in Las Vegas, Nevada, seek- 
ing injunctive relief against Grady A. Sanders 
(“Sanders”), Houston Complex, Inc. (‘‘Houston 
Complex’) and Network One, Inc. (‘‘Network 





One’’) of Las Vegas, Nevada and Leland Mar- 
tineau (“Martineau”) and the accounting firm of 
Martineau and Bushman (“M&B’’) of Salt Lake 
City, Utah. The complaint charged the defendants 
with various violations of the registration and 
anti-fraud provisions of the Securities Act of 1933 
and the reporting and anti-fraud provisions of the 
Securities Exchange Act of 1934. 


The Complaint alleges that in March 1977 Sanders 
acquired control of Houston Complex and Network 
One, two inactive publicly traded corporations. 
Thereafter, Sanders, Network One and Houston 
Complex allegedly issued a series of false and 
misleading letters to the shareholders of both 
companies, issued press releases to the public 
and filed reports with the Commission all of which 
misrepresented the operations and overstated the 
revenues of the companies. 


The Complaint alleges that defendants Sanders, 
Houston Complex, and Network One made false 
and misleading statements regarding: 


1. the financial condition and operations 
of the companies; 


2. projections of revenues by the com- 
panies; 


3. the ability of the companies to obtain 
financing; 


4. the existence, number and terms of 
backlog purchase orders received by 
the companies; 


5. the capacity, nature, status, existence 
and financial ability of the companies 
with respect to proposed projects in- 
cluding: plans to establish a network of 
distributors to sell a video tape record- 
ing device; plans to construct a two-mile 
roller coaster in Las Vegas, Nevada; 
plans to televise horse racing from West 
Coast race tracks to Nevada casinos on 
closed circuit television; and plans to 
obtain financing and the necessary ap- 
provals to construct a hotel-casino in 
Atlantic City, New Jersey; 


6. the existence of stock options or 
other remuneration to officers and di- 
rectors of the companies; 


7. the existence of transactions resulting 
in the payment of any compensation to 
officers and directors in connection with 
acquisitions by the companies; and 


8. all material terms of any leases, pat- 
ents, or other agreements which relate 
to the companies’ products. 


In addition, the Complaint alleges that in order to 
meet daily operating expenses, Sanders, Houston 
Complex and Network One raised over $1,000,000 
from the sale of unregistered securities in violation 
of the registration provisions of the Securities Act 
of 1933. 


Sanders, Houston Complex and Network One, 
without admitting or denying the allegations in the 
Commission’s Complaint, consented to the entry 
of a final judgment of permanent injunction en- 
joining them from further violations of Sections 
5(a), 5(c) and 17(a) of the Securities Act of 1933 
and Sections 10(b), 12(g) and 13(a) of the Securi- 
ties Exchange Act of 1934 and Rules 10b-5, 
12b-20, 13a-1 and 13a-13 thereunder. Houston 
Complex and Network One consented to additional 
equitable relief, including but not limited to: 


1. the establishment and maintenance 
of Audit Committees, consisting solely 
of two new unaffiliated outside directors, 
whose function will be to investigate 
various areas set forth in the Commis- 
sion’s Complaint, to review prior public 
statements made on behalf of the com- 
panies and to issue a comprehensive 
statement correcting all prior public 
statements, which shall be distributed to 
all shareholders of the companies and 
filed with the Commission as a Current 
Report on Form 8-K; and 


2. the engagement of a new independ- 
ent certified public accounting firm 
whose ultimate function will be to issue 
revised financial statements for both 
companies. 
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The Complaint alleges that M&B issued reports on 
Houston Complex’s and Network One’s financial 
statements for the fiscal year ended June 30, 1978 
and May 31, 1978, respectively. The Complaint 
alleges that M&B, and Martineau, as the partner in 
charge of the Houston Complex and Network One 
engagements, failed to conduct the audits in ac- 
cordance with generally accepted auditing stand- 
ards and accordingly lacked sufficient basis to 
conclude that the financial statements were pre- 
sented in accordance with generally accepted ac- 
counting principles. 


Martineau and M&B, without admitting or denying 
the allegations in the Complaint, also consented to 
the entry of a final judgment of permanent injunc- 
tion enjoining them from violating the anti-fraud, 
registration and reporting provisions of the Securi- 
ties Exchange Act of 1934. Furthermore, the final 
judgment ordered Martineau and M&B to submit to 
peer review by a committee-appointed review 
team of the SEC Practice Section of the AICPA 
Division for CPA firms. 


A final judgment of permanent injunction was en- 
tered by the Honorable Roger D. Foley on April 5, 
1979 against Sanders, Houston Complex and 
Network One and on May 16, 1979 against Mar- 
tineau and M&B. 


Litigation Release No. 8772/June 5, 1979 


SEC v. CONSTITUTION MINT, INC. ET AL. (D. 
Utah, C 74-354); and U.S. v. ROBERT LEE 
PRESTON, ET AL. 

(D. Utah, CR-78-88) 


Robert H. Davenport, Regional Administrator of 
the Denver Regional Office of the Securities and 
Exchange Commission, today announced that on 
May 15, 1979, Chief Judge Aldon J. Anderson, 
District Court Judge for the District of Utah, en- 
tered orders permanently enjoining Robert L. 
Preston, Stanley B. Meaker, Michael L. Davies 
and Silver Bullion Exchange, Inc. from engaging in 
acts and practices which, in substance, constitute 
and will constitute violations of the registration and 
antifraud provisions of the federal securities laws 
in connection with the offer and sale of securities 
in the form of silver sales agreements or any other 
securities. 
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The Commission’s complaint alleged, among other 
things, that Constitution Mint, Inc. and the other 
defendants were engaged in a scheme in which 
they were taking monies from public investors and 
converting it to their own use and to the use of 
Constitution Mining and Development Corporation 
and Silver Bullion Exchange, Inc. and purchasing 
and delivering silver to investors by using the 
money of new investors. 


Robert L. Preston, Stanley B. Meaker and Michael 
L. Davies consented to the entry of the permanent 
injunctions against them without admitting or de- 
nying the allegations of the complaint other than 
admitting the jurisdictional allegations contained 
therein. The permanent injunction against Silver 
Bullion Exchange, Inc. was entered pursuant to 
the Commission’s motion for summary judgment 
which was not contested by Silver Bullion Ex- 
change, Inc. at the hearing thereon. Pursuant to 
the Commission’s motion, claims for disgorgement 
and other ancillary relief were dismissed against 
all of the defendants. 


Prior to the entry of the above-mentioned perma- 
nent injunctions, Robert L. Preston, Stanley B. 
Meaker and Robert M. Bromley were sentenced in 
the United States District Court for the District of 
Utah, Central Division, as a result of their convic- 
tions on charges of violating the mail fraud statute. 
On April 30, 1979, the Honorable Ewing Kerr, 
Senior United States District Judge, Cheyenne, 
Wyoming, sentenced Robert L. Preston to two 
years in prison, five years probation and imposed 
a $13,000 fine; Stanley B. Meaker to 15 months in 
prison and five years probation; and Robert M. 
Bromley to one year and one day in prison, five 
years probation and imposed a $3,500 fine. 
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STAFF ACCOUNTING BULLETIN 
Rel. No. 30/June 5, 1979 


PART 211—INTERPRETATIVE RELEASES RE- 
LATING TO ACCOUNTING MATTERS 


Subpart B—Staff Accounting Bulletins 





Staff Accounting Bulletin No. 30 


AGENCY: Securities and Exchange Commission. 


ACTION: Publication of Staff Accounting Bulletin. 


SUMMARY: This bulletin contains a description of 
the circumstances which, in the staff's view, indi- 
cate that a divestiture has not taken place for ac- 
counting purposes in connection with a sale of a 
subsidiary or other business operation. It also dis- 
cusses the accounting and reporting conse- 
quences of such a transaction. 


DATE: June 5, 1979. 


FOR FURTHER INFORMATION CONTACT: How- 
ard P. Hodges, Jr., (202) 755-1744, Division of 
Corporation Finance, or Ernest L. Ten Eyck, (202) 
472-3782, Office of the Chief Accountant, Securi- 
ties and Exchange Commission, Washington, D.C. 
20549. 


SUPPLEMENTARY INFORMATION: The state- 
ments in Staff Accounting Bulletins are not rules or 
interpretations of the Commission nor are they 
published as bearing the Commission’s official ap- 
proval; they represent interpretations and prac- 
tices followed by the Division of Corporation Fi- 
nance and the Office of the Chief Accountant in 
administering the disclosure requirements of the 
Federal securities laws. 


George A. Fitzsimmons 
Secretary 


June 5, 1979. 





STAFF ACCOUNTING BULLETIN NO. 30 


The circumstances described below involve a situ- 
ation in which, in the view of the staff, it is inap- 
propriate to account for a ‘‘sale” of a business op- 
eration as a divestiture. 


In Accounting Series Release No. 95 (ASR 95) the 
Commission discussed the issue of recognition of 


profit for real estate transactions where circum- 
stances indicated that profits were not earned at 
the time the transactions were recorded. In the 
case of real estate, the question of whether a 
“sale” has taken place for accounting purposes is 
normally part of the consideration of the propriety 
of profit recognition on the transaction. In the case 
of a disposal of an ongoing business, or a related 
group of business activities, the question of 
whether a divestiture has taken place for account- 
ing purposes has independent significance be- 
cause elimination of the operating results of the 
business from the financial statements of the seller 
may be misleading if the risks of ownership have 
not, in substance, been transferred to the buyer. 


Economic substance rather than legal form should 
determine the accounting and reporting for a 
transaction. Where the economic substance indi- 
cates that the seller has not been divorced from 
the usual risks of ownership, the transaction 
should not be recorded as a divestiture for ac- 
counting purposes. 


Even when it can be reasonably determined that 
recording such a transaction as a divestiture is ap- 
propriate, gain should be recognized only if it is 
also reasonable to conclude that such gain will be 
realized. 


TOPIC 5: MISCELLANEOUS ACCOUNTING 


* * * 


M. Accounting for divestiture of a subsidiary or 
other business operation. 


FACTS: Company X transferred certain operations 
(including several subsidiaries) to a group of 
former employees who had been responsible for 
managing those operations. Assets and liabilities 
with a net book value of approximately $8 million 
were transferred to a newly formed entity— 
Company Y—wholly owned by the former employ- 
ees. The consideration received consisted of 
$1,000 in cash and interest bearing promissory 
notes for $10 million, payable in equal annual in- 
stallments of $1 million each, plus interest, begin- 
ning two years from the date of the transaction. 
The former employees possessed insufficient as- 
sets to pay the notes and Company X expected 
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the funds for payments to come exclusively from 
future operations of the transferred business. 


Company X remained contingently liable for per- 
formance on existing contracts transferred and 
agreed to guarantee, at its discretion, performance 
on future contracts entered into by the newly 
formed entity. Company X also acted as guarantor 
under a line of credit established by Company Y. 


The nature of Company Y’s business was such 
that Company X’s guarantees were considered a 
necessary predicate to obtaining future contracts 
until such time as Company Y achieved profitable 
operations and substantial financial independence 
from Company X. 


QUESTION: Company X proposes to account for 
the transaction as a divestiture, but to defer rec- 
ognition of gain until the owners of Company Y 
begin making payments on the promissory notes. 
Does this proposed accounting treatment reflect 
the economic substance of the transaction? 


ANSWER: No. The circumstances are such that 
the risks of the business have not, in substance, 
been transferred to Company Y or its owners. 


In assessing whether the legal transfer of owner- 
ship of one or more business operations has re- 
sulted in a divestiture for accounting purposes, the 
principal consideration must be an assessment of 
whether the risks and other incidents of ownership 
have been transferred to the buyer with sufficient 
certainty. 


When the facts and circumstances are such that 
there is a continuing involvement by the seller in 
the business, recognition of the transaction as a 
divestiture for accounting purposes is called into 
serious question. Such continuing involvement 
may take the form of effective veto power over 
major contracts or customers, significant voting 
power on the board of directors, or other involve- 
ment in the continuing operations of the business 
entailing risks or managerial authority similar to 
that of ownership. 


Other circumstances may also raise questions 
concerning whether the incidents of ownership 
have, in substance, been transferred to the buyer. 
These include: 
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— Absence of significant financial investment in 
the business by the buyer, as evidenced, for in- 
stance, by a token down payment. 


— Repayment of debt which constitutes the princi- 
pal consideration in the transaction is dependent 
on future successful operations of the business. 


— The continued necessity for debt or contract 
performance guarantees on behalf of the business 
by the seller. 


In the above transaction, the seller’s continuing in- 
volvement in the business and the presence of 
certain of the other factors cited evidence the fact 
that the seller has not been divorced from the risks 
of ownership. Accounting for this proposed trans- 
action as a divestiture—even with deferral of the 
“gain’—does not reflect its economic substance 
and therefore is not appropriate. 


QUESTION: If the transaction is not to be treated 
as a divestiture for accounting purposes, what is 
the proper accounting treatment? 


ANSWER: If, in the circumstances surrounding a 
particular transaction, a determination is made that 
a legal transfer of business ownership should not 
be recognized as a divestiture for accounting pur- 
poses, an accounting treatment consistent with 
that determination is required. In this instance, the 
assets and liabilities of the business which were 
the subject of the transaction should be segre- 
gated in the balance sheet of the selling entity 
under captions such as: “Assets of business 
transferred under contractual arrangements (notes 
receivable),” and ‘‘Liabilities of business trans- 
ferred” or similar captions which appropriately 
convey the distinction between the legal form of 
the transaction and its accounting treatment. 


A note to the financial statements, referenced to 
this caption, should describe the nature of the 
legal arrangements, relevant financing and other 
details and the accounting treatment. 


Where, as in this instance, realization of the sale 
price is wholly or principally dependent on the 
operating results of the business operations which 
were the subject of the transaction, the uncertainty 
associated with such realization should be re- 
flected in the financial statements of the seller. 
Thus, absent a deterioration in the business, any 





operating losses of the divested business should 
be considered the best evidence of a change in 
valuation of the business in a manner somewhat 
analogous to equity accounting for an investment 
in common stock.' If the business suffered a loss 
during its initial period of operations after the 
transaction, that loss should be reflected in the fi- 
nancial statements of the seller by recording a val- 
uation allowance and a corresponding charge to 
income. The amount of the valuation allowance 
(absent unusual circumstances) would be at least 
the amount of the loss attributable to the business, 
unless such loss has been previously provided for 
in accordance with Accounting Principles Board 
Opinion No. 30. Other evidence, however, (such 
as a question as to the ability of the business to 
continue as a going concern) might require that a 
higher valuation allowance be established. 


This accounting treatment should be continued for 
each reporting period until either: 


1. The net assets of the business have 
been written down to zero (or a net lia- 
bility recognized in accordance with 
generally accepted accounting princi- 
ples); or 


2. Circumstances have changed suffi- 
ciently that it has become appropriate to 
recognize the transaction as a divesti- 
ture. 


In the latter instance, it would normally also be ap- 
propriate to recaption any asset balance remaining 





'The staff recognizes that Accounting Principles 
Board Opinion No. 18 is specifically applicable 
only to the use of the equity method of accounting 
for investments in common stock. The principles 
enunciated in that Opinion are also relevant in 
these particular circumstances, however, notably 
paragraph 12, which states, in pertinent part: 


The equity method tends to be most ap- 
propriate if an investment enables the 
investor to influence the operating or fi- 
nancial decisions of the investee. The 
investor then has a degree of responsi- 
bility for the return on its investment, 
and it is appropriate to include in the re- 
sults of operations of the investor its 
share of the earnings or losses of the 
investee. 


on the balance sheet of the seller in keeping with 
the changed circumstances, e.g., “Notes receiva- 
ble.” 


In the case where the business reports net in- 
come, such net income should not be recorded by 
the former owner, because the rewards of owner- 
ship (but not the risks) have been passed to Com- 
pany Y. Any payments received on obligations of 
the buyer arising out of the transaction should be 
treated as a reduction of the carrying value of the 
segregated assets of the business. 


QUESTION: Should Company X recognize interim 
(quarterly) losses of the business even if it is pro- 
jected that it will have a profit for the full year? 


ANSWER: Yes. However, for quarters for which 
the business has net income, such net income 
may be recognized by Company X to the extent of 
any cumulative quarterly losses within the same 
fiscal year. Similarly, quarterly losses of the busi- 
ness need not be recognized by Company X ex- 
cept to the extent that they exceed any cumulative 
quarterly net income within the same fiscal year. 
Disclosure of this accounting treatment should be 
made in the notes to Company X’s interim financial 
statements. 


QUESTION: If the accounting treatment described 
above is applied to the transaction, when should a 
gain or loss on the transaction be recognized? 


ANSWER: Whether or not the transaction is 
treated as a divestiture for accounting purposes, 
generally accepted accounting principles require 
that losses on such transactions be recognized. 


When it is determined that no divestiture should be 
recognized for accounting purposes, it follows that 
gain should not be recognized until: 


1. The circumstances precluding treat- 
ment of the transaction as a divestiture 
have changed sufficiently to permit such 
recognition; and, 


2. Any major uncertainties as to ultimate 
realization of profit have been removed, 
that is, the consideration received in the 
transaction can be reasonably 
evaluated. 
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As the Commission indicated in ASR 95 (quoting 
from the authoritative accounting literature): 


Profit is deemed to be realized when a 
sale in the ordinary course of business 
is effected, unless the circumstances 
are such that the collection of the sale 
price is not reasonably assured.? 


The considerations discussed above regarding 
recognition of a divestiture for accounting pur- 
poses are also of importance in reaching a deter- 
mination as to whether or not collection of the sale 
price is reasonably assured and profit recognition 
is therefore appropriate. In addition, circum- 
stances such as the following tend to raise ques- 
tions as to the propriety of profit recognition at any 
given time subsequent to the transaction: 


1. Evidence of financial weakness of the 
buyer. 


2. Substantial uncertainty as to the 
amount of future costs and expenses to 
be incurred by the seller. 


3. Substantial uncertainty as to the 
amount of proceeds to be realized be- 
cause of the form of consideration re- 
ceived; e.g., non-recourse debt, notes 





2 Accounting Research Bulletin No. 43, Chapter 1, 
Section A. (American Institute of Certified Public 
Accountants, 1953). 


This passage is also quoted in paragraph 12 of 
Accounting Principles Board Opinion No. 10 
(American Institute of Certified Public Account- 
ants, 1966), footnote 8, which states, in pertinent 
part: 


The Board recognizes that there are ex- 
ceptional cases where receivables are 
collectible over an extended period of 
time and, because of the terms of the 
transactions or other conditions, there is 
no reasonable basis for estimating the 
degree of collectibility. When such cir- 
cumstances exist, and as long as they 
exist, either the installment method or 
the cost recovery method of accounting 
may be used. 


872/SEC DOCKET 


with optional settlement provisions, pur- 
chaser’s stock, or other non-monetary 
consideration which may be of indeter- 
minable value. 


(Where satisfaction of the buyer's obligations to 
the seller remains dependent on earnings of the 
business divested, it will frequentiy be appropriate 
for the seller to continue to measure the uncer- 
tainty of ultimate collection by the operating losses 
of the business.) 


The degree of uncertainty surrounding ultimate 
realization of the consideration is a matter which 
must be evaluated in the light of the attendant cir- 
cumstances each time realization is evaluated. 
The degree of uncertainty is enhanced, however, 
by the presence of any of the factors referred to 
above, and such factors must be considered in 
reaching a determination with respect to recogni- 
tion of gain. 


STAFF ACCOUNTING BULLETIN 
Rel. No. 31/June 7, 1979 


PART 211—INTERPRETATIVE RELEASES RE- 
LATING TO ACCOUNTING MATTERS 


Subpart B—Staff Accounting Bulletins 

Staff Accounting Bulletin No. 31 

AGENCY: Securities and Exchange Commission. 
ACTION: Publication of Staff Accounting Bulletin. 


SUMMARY: This interpretation clarifies and reiter- 
ates the Staff's long-standing position concerning 
the presentation believed appropriate in balance 
sheets for notes and other receivables evidencing 
a promise to contribute capital from affiliates of 
corporate general partners in limited partnership 
offerings filed with the Commission. This interpre- 
tation supersedes Topic 4-G(2) which also stated 
the staff's view with respect to this matter. 


DATE: June 7, 1979. 


FOR FURTHER INFORMATION CONTACT: How- 
ard P. Hodges, Jr. (202-755-1744), Division of 
Corporation Finance, or Eugene W. Green, Office 





of Chief Accountant (202-755-0222), Securities 
and Exchange Commission, Washington D.C. 
20549. 


SUPPLEMENTARY INFORMATION: The state- 
ments in Staff Accounting Bulletins are not rules or 
interpretations of the Commission nor are they 
published as bearing the Commission's official ap- 
proval; they represent interpretations and prac- 
tices followed by the Division of Corporation Fi- 
nance and the Office of the Chief Accountant in 
administering the disclosure requirements of the 
federal securities laws. 


George A. Fitzsimmons 
Secretary 
June 7, 1979. 





STAFF ACCOUNTING BULLETIN NO. 31 


The staff hereby issues Topic 4-1, “Notes and 
Other Receivables from Affiliates.” Topic 4-1! su- 
persedes Topic 4-G(2) which also stated the 
staff's position with respect to certain receivables 
from affiliates. It has come to our attention that 
some registrants have interpreted that topic to 
apply only to notes and other receivables arising 
directly from the sale of capital stock. As a result, 
several registrants have not followed the presen- 
tation described under Topic 4-G(2) of Staff Ac- 
counting Bulletin No. 1 in recent limited partner- 
ship offerings filed with the Commission. 


To preclude possible misunderstanding in the fu- 
ture as to the staff’s position concerning the pre- 
sentation of such items in balance sheets, this re- 
vised interpretation is placed under a separate 
caption “Notes and Other Receivables from Af- 
filiates.” 


TOPIC 4: EQUITY ACCOUNTS 


* * * 


1. Notes and Other Receivables from Affiliates. 


Facts: 


The balance sheet of a corporate general partner 
is often presented in a registration statement. Fre- 
quently the balance sheet of the general partner 
discloses that it holds notes or other receivables 
from a parent or another affiliate. Often the notes 
or other receivables were created in order to meet 
the “substantial assets” test which the Internal 
Revenue Service utilizes in applying its “Safe 
Harbor” doctrine in the classification of organiza- 
tions for income tax purposes. 


Question: 


How should such notes and other receivables be 


reported in the balance sheet of the general part- 
ner? 


Interpretive Response: 


While these notes and other receivables evidenc- 
ing a promise to contribute capital are often legally 
enforceable, they seldom are actually paid. In sub- 
stance these receivables are equivalent to unpaid 
subscriptions receivable for capital shares which 
Rule 5-0.238 of Regulation S-X requires to be de- 
ducted from the dollar amount of capital shares 
subscribed. 


The balance sheet display of these or similar items 
is not determined by the quality or actual value of 
the receivable or other asset “contributed” to the 
capital of the affiliated general partner, but rather 
by the relationship of the parties and the control 
inherent in that relationship. Accordingly, in these 
situations, the receivable must be treated as a de- 
duction from stockholders’ equity in the balance 
sheet of the corporate general partner. 
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